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(1)

CAPACITY REDUCTION PROGRAMS, FEDERAL
INVESTMENTS IN FISHERIES AND THE
REAUTHORIZATION OF THE MAGNUSON-
STEVENS FISHERY CONSERVATION AND
MANAGEMENT ACT

Thursday, May 10, 2001
U.S. House of Representatives

Subcommittee on Fisheries Conservation, Wildlife and Oceans
Committee on Resources

Washington, DC

The Subcommittee met, pursuant to notice, at 9:40 a.m. in Room
1324, Longworth House Office Building, Hon. Wayne Gilchrest
[Chairman of the Subcommittee] presiding.

STATEMENT OF THE HONORABLE WAYNE GILCHREST, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF
MARYLAND

Mr. GILCHREST. Good morning, everyone. The Subcommittee on
Oceans, Fish and Wildlife and a myriad of other things will come
to order.

I would like to welcome our witnesses to the second of what I
hope will be a number of hearings on the important topic of reau-
thorization of the Magnuson-Stevens Fishery Conservation and
Management Act.

This hearing will focus on two interesting issues of fisheries
management. The first is the issue of Federal investments in the
fishing industry. These were well-intentioned programs intended to
help the domestic fishing industry at the time they were created
but it may be time for Congress to take another look at them.

To further this discussion, Congress asked the National Marine
Fisheries Service to report back on the levels of Federal invest-
ments in the fishing industry and how these investment programs
have affected capacity in our fishing. I think this report has helped
spark a debate about whether these programs are still effective
and/or whether they have encouraged overcapacity in some of our
domestic fisheries. I think this debate is healthy and I suspect to-
day’s hearing will continue the debate.

The second issue is that of capacity reduction or buyback pro-
grams. The General Accounting Office reports that since 1976 the
Federal Government has created and funded a number of programs
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to reduce the capacity in several of our fisheries. In addition, a
number of proposals for additional buyouts are either on the draw-
ing board or have already been presented to the Federal Govern-
ment for consideration.

As the Federal Government moves forward with new buyout pro-
grams, we need to review the previous programs to see how we can
make any future buyouts more effective. I think the report also
points out that there may be a number of different goals for buyout
programs and any new program should be designed to achieve
those goals.

While I know there may be a temptation this morning to talk ex-
tensively about IFQs, individual fishing quotas, I hope we can
leave that for a future hearing and certainly for future meetings
in our offices. I understand some of you have mentioned IFQs in
the context of capacity reduction options and that certainly will be
another piece of this incredibly complex puzzle and we will not take
the Magnuson Act in isolation, whether it is buyouts or IFQs or
whatever aspect of the act is going to help manage the fisheries,
but take them all in context and then spread them across the web
of management.

But this morning I am not telling you you cannot mention IFQs
as a management tool because it will be a significant part of our
discussion on how to manage the fisheries and the independence of
each management council but this morning I hope to focus this
hearing on the history and the effectiveness of Federal buyouts and
how we can improve the current authorization, which is found in
Section 312 of the Magnuson-Stevens Act.

[The prepared statement of Mr. Gilchrest follows:]

Statement of The Honorable Wayne Gilchrest, Chairman,
Subcommittee on Fisheries Conservation, Wildlife and Oceans

I would like to welcome our witnesses to the second of what I hope will be a num-
ber of hearings on the important topic of the reauthorization of the Magnuson–Ste-
vens Fishery Conservation and Management Act.

This hearing will focus on two interesting issues of fisheries management. The
first is the issue of Federal investments in the fishing industry. These were well-
intentioned programs intended to help the domestic fishing industry at the time
they were created, but it may now be time for Congress to take another look at
them.

To further this discussion, Congress asked the National Marine Fisheries Service
(NMFS) to report back on the levels of Federal investments in the fishing industry
and how these investment programs have affected capacity in our fisheries.

I think this report has helped spark a debate about whether these programs are
still effective and/or whether they have encouraged overcapacity in some of our do-
mestic fisheries. I think that this debate is healthy and I suspect today’s hearing
will continue the debate.

The second issue is that of capacity reduction or buyback programs. The General
Accounting Office reports that since 1976 the Federal Government has created and
funded a number of programs to reduce the capacity in several of our fisheries. In
addition, a number of proposals for additional buyouts are either on the drawing
board or have already been presented to the Federal Government for consideration.

As the Federal Government moves forward with new buyout programs, we need
to review the previous programs to see how we can make any future buyouts more
effective. I think the report also points out that there may be a number of different
goals for buyout programs and any new programs should be designed to achieve
those goals.

While I know there may be a temptation by some of our witnesses to turn this
hearing into a debate on the merits of Individual Fishing Quotas on rationalizing
our fisheries, I hope we can leave that for a future hearing. I understand some of
you have mentioned IFQs in the context of capacity reduction options, but I hope
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we can focus this hearing on the history and effectiveness of Federal buyouts and
how we can improve the current authorization which is found in Section 312 of the
Magnuson–Stevens Act.

I look forward to hearing from our witnesses.

Mr. GILCHREST. I will recognize Mr. Underwood when he arrives
and he will be here momentarily but at this point I ask unanimous
consent that the statement and attachments from Ambassador
Mary Beth West of the U.S. State Department be included in the
record of today’s hearing and I ask unanimous consent that the in-
formation supplied by Mr. Pete Leipzig of the Fishermen’s Mar-
keting Association on the proposal for a Pacific groundfish buyback
be submitted for the record.

[The prepared statement of Ambassador West follows:]

Statement of Ambassador Mary Beth West, Deputy Assistant Secretary for
Oceans and Fisheries, Bureau of Oceans and International Environ-
mental and Scientific Affairs, U.S. Department of State

Mr. Chairman and members of the Subcommittee:
Thank you for this opportunity to provide to the Subcommittee an update on

international activities of the United States in support of capacity reduction pro-
grams and assessments of the effects of government subsidies on the fishing indus-
try. In the view of the Department of State, continuing to push hard for inter-
national progress in both of these areas will promote U.S. interests in the field of
international fisheries. We appreciate the interest of the Committee in these issues.
We have also greatly appreciated the involvement and assistance of staff from the
House Resources Committee in our preparations for, and as a part of our delega-
tions to, international meetings concerning these subjects.
Current Status of World Fisheries—Why Action is Needed

The problem of overcapacity in fishing fleets is one that has developed over many
years. As we contemplate ways to address the problem, it is useful to take stock
of the current situation. According to the UN Food and Agriculture Organization
(FAO), more than two-thirds of the world’s fisheries have been fished to or beyond
their capacity to sustain themselves, and an additional ten percent of stocks have
already been depleted. Although the total catch in fisheries worldwide has remained
relatively stable over the last decade at approximately 90 million metric tons annu-
ally, overcapitalized fleets have been able to maintain this production only by har-
vesting species fishers once disdained, such as monkfish, skate, and dogfish. Recov-
eries of once plentiful stocks that declined under the pressure of overfishing—such
as cod in the Northwest Atlantic and Eastern Atlantic bluefin tuna—have not yet
materialized.

The stakes are high for food security and for the economic well being of commu-
nities dependent on revenues from fishing activities. Nearly 1 billion people depend
on fish as their primary source of protein. In its 1998 report on the state of the
world’s fisheries, the FAO forecast that world demand for seafood in 2010 will be
105–110 million tons, while capture fishery supplies will total only 95–100 million
tons—a 10-million-ton shortfall. FAO estimates that worldwide, about 36 million
people are employed in both the primary capture fisheries and aquaculture produc-
tion sectors, comprising about 15 million full-time, 13 million part time and 8 mil-
lion occasional workers. Policymakers will need to find ways to ensure that the level
of effort, in both technological and human terms, is in line with the sustainable take
of fish stocks. As the collapse of North Atlantic cod stocks shows, it is much less
expensive and disruptive to people to manage a resource sustainably before deple-
tion than to face the decimation of local communities dependent on such a resource.

The international community has noted the alarming trends in world fisheries
and moved to negotiate agreements to promote sustainable fisheries. The 1995 UN
Straddling Fish Stocks Agreement and the 1993 FAO Compliance Agreement are
the most notable examples. The United States has become party to these agree-
ments and has made concerted efforts to urge others to ratify them. The agreements
are close to entry into force. Pending their entry into force however, the United
States and likeminded nations have worked creatively to begin implementation of
some of the elements and also to achieve progress in fisheries management through
other mechanisms. We can report to you today that we have made progress in cre-
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ating a widely accepted framework of international action plans to promote sustain-
able fisheries.
Developing Criteria for Fishing Capacity

As stated above, the international community under U.S. leadership has recog-
nized the trends of overcapacity in fisheries and begun to take action to correct the
problem. In 1997, the FAO initiated the negotiation of an International Plan of Ac-
tion on fishing capacity (IPOA–Capacity). This IPOA–Capacity was adopted by the
23rd meeting of the FAO Committee on Fisheries (COFI) meeting in Rome in 1999.
It sets forth a voluntary plan of action containing steps States should take to define
and measure capacity of their fishing fleets, and to eliminate overcapacity deter-
mined to be detrimental to sustainability of fish stocks.

The IPOA–Capacity builds upon the FAO Code of Conduct for Responsible Fish-
eries Article 2(d), which all FAO member States have already undertaken to imple-
ment. The goal of the IPOA is to achieve by 2005 the efficient, equitable and trans-
parent management of fishing capacity. The IPOA provides, among other things,
that States and regional fisheries organizations confronted with an overcapacity
problem, where capacity is undermining achievement of long-term sustainability
outcomes, should endeavor initially to limit at present level and progressively re-
duce the fishing capacity applied to affected fisheries. Where long-term sustain-
ability outcomes are being achieved, States and regional fisheries organizations nev-
ertheless need to ensure that any growth in capacity does not undermine long-term
sustainability objectives. These objectives are to be implemented through four major
strategies:

• The conduct of national, regional and global assessments of capacity, including
improvement of monitoring capabilities.

• The preparation and implementation of national plans (NPOAs) to effectively
manage fishing capacity and of immediate actions for domestic fisheries requir-
ing urgent measures.

• Strengthen the ability of regional fisheries organizations to deal with capacity
issues.

• Immediate actions for major transboundary, straddling, highly migratory and
high seas fisheries requiring urgent measures.

The National Marine Fisheries Service (NMFS), in consultation with other inter-
ested agencies, will prepare a U.S. NPOA by the end of 2002. Major world fishing
states like Japan and the European Union reported significant progress on their
NPOA development at the recent meeting of the FAO Committee on Fisheries. The
United States is continuing to urge others to do so as well. Canada and Korea have
recently approached the United States for advice on implementing various aspects
of the IPOA–Capacity. The Department of State is engaged with NMFS, as well as
with international and regional organizations such as the FAO and the Asia Pacific
Economic Cooperation Forum (APEC) in providing technical and other assistance to
other countries in their NPOA development processes to ensure that we do not un-
dertake this significant effort alone. In particular, it will be important to ensure
that emerging fishing States such as China and Vietnam address capacity issues
with regard to their own fleets.

Because the FAO is the UN agency with the global expertise and political clout
to deal with fisheries issues, its active participation in assisting developing countries
in NPOA development and implementation is essential. However, its efforts are to
some degree hampered by ongoing budget pressures within FAO, where the Fish-
eries Department, despite increasing demands from member countries, has ex-
tremely limited resources. In the two years since the adoption of the IPOA–Capac-
ity, we note that the FAO has not been able to provide as much support for devel-
oping countries to implement national plans of action on capacity as originally envi-
sioned.

The nations working on this issue through the FAO have recently reached agree-
ment on definitions of the terms ‘‘capacity’’ and ‘‘overcapacity.’’ The effort to do so
has revealed a host of complex technical—and political—issues. While many think
that overcapacity means too many boats in the water, it can also mean use of so-
phisticated harvesting technology that has outpaced the ability of stocks to replen-
ish themselves. The definitional issue has been approached through the establish-
ment of criteria for determining capacity. Consultations in 1998 in La Jolla and
1999 in Mexico City established the criteria to be used in defining capacity and the
processes by which the definitions will be determined. After considerable debate,
both meetings adopted the U.S. approach to definitions for capacity.

Capacity can be measured in two ways. The first involves input-based measure-
ments, in which analysts look at the minimum set of inputs needed to produce a
given level of output. For example, to achieve an output of a thousand pounds of
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shrimp produced, one would need to know how much fuel, how many person-hours,
how many boats in the given fleet, etc., were needed. Although this approach was
initially favored by the majority in the international community, the United States
successfully argued that this approach relied on detailed data that is collected al-
most nowhere in the world today, rendering implementation a monumental under-
taking. Instead, the United States successfully argued for an output-based measure-
ment.

Output-based measurements assume a specific level of input and then determine
the difference between the output actually produced and the output that could be
produced if restrictions such as trip limits were lifted. This theoretical statistical ap-
proach is much more achievable with current data gathering practices. For example,
overcapacity in a fleet would be determined as follows. Assume that a tuna fleet is
shown to have the potential to harvest 300% of the catch it is currently taking. A
fleet reduction of two-thirds would therefore be necessary to ensure that the poten-
tial catch in the fishery matches the actual catch in the fishery. The Mexico City
meeting adopted this method, with some minor caveats, as the internationally ac-
cepted method for measuring capacity.

The United States hopes to continue its leadership role by co-chairing an FAO
technical consultation in February 2002 on managing fishing capacity. This con-
sultation will review a variety of measures States could take to reduce overcapacity
in fishery operations with the goals of providing recommendations. Examples of the
measures being adopted by some or all fishing states include vessel buybacks, fish-
ing moratoria, and rights-based fisheries. After this technical consultation, the infor-
mation will be made available to member States for their use in the development
of their NPOAs on capacity.
Assessing the Effects of Subsidies on the Fishing Industry

The IPOA on Capacity also addresses the topic of subsidies. The IPOA declares
that ‘‘when developing their national plans for the management of fishing capacity,
States should assess the possible impact of all factors, including subsidies, contrib-
uting to overcapacity.’’ It further states that ‘‘States should reduce and progressively
eliminate all factors, including subsidies and economic incentives and other factors
which contribute, directly or indirectly, to the build-up of excessive fishing capacity.

The United States has taken the position that the FAO is an appropriate institu-
tion to analyze and address the affects of subsidies on fisheries, and in particular
the sustainability of stocks. We have also argued, however, that any actual meas-
ures regarding subsidies would have to be dealt with in the trade context through
the World Trade Organization (WTO). As the body with trade expertise, the WTO
is the organization to identify environmentally harmful and economically distortive
fish subsidies and develop appropriate disciplines for them. Other fora are also in-
volved and contributing actively to the analytical and technical work that is needed
to identify and determine the true effects of subsidies. These include the Organiza-
tion of Economic Cooperation and Development (OECD) Committee on Fisheries, the
APEC fisheries working group, and the UN Environment Programme. For example,
the OECD has recently published an important study of the effects of government
financial transfers on fisheries that will contribute to the overall policy debate.
Across the range of active fora, the United States has worked closely on subsidies
with a group of countries that has come to be known as the ‘‘Friends of Fish,’’ in-
cluding Argentina, Australia, Chile, Iceland, New Zealand, and Norway.

Subsidies that promote unsustainable fishing contribute to the overcapacity prob-
lem. In principle, fishing beyond the point of maximum sustainable yield should ul-
timately drive a number of vessels out of fisheries as their efforts became unprofit-
able. Unfortunately, subsidies programs have the effect of underwriting
unsustainable fishing practices, to the detriment of sound conservation. Current de-
bate has focused on two key areas. First, widespread agreement exists among ex-
perts, including within the USG, that the management context in which a subsidy
occurs will have a substantial impact on the effect that subsidy has both on trade
and on sustainability of stocks. How to quantify that role and how to capture it in
a manageable trade regime are difficult issues. Second, the identification of ‘‘good’’
and ‘‘bad’’ environmental effects of subsidies is to a large extent informed by the
discussion of the role of management in subsidies. For fisheries that are regulated
as a common property resource, different types of subsidies schemes can have vastly
different effects on sustainability. For example in one management context a sub-
sidy may provide incentives for overfishing and the depletion of a stock, while in
another management context, the exact same subsidy can lead to decreased fishing
and greater conservation of the stock.

The United States remains heavily engaged on the subsidies issue in numerous
international fora. In order to promote more effective consideration of the issues, at
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the last FAO COFI meeting, the United States led a successful initiative to bring
the Secretariats of the various inter-governmental organizations, such as WTO,
FAO, OECD, and APEC, together in a coordination process. Finally, the Department
of State will support USTR in its efforts, as appropriate, to push action on detri-
mental fisheries subsidies in the WTO.
Deterring Illegal, Unregulated and Unreported Fishing

Another recent initiative has been our successful effort to adopt in the FAO an
IPOA to deter and eliminate illegal, unregulated and unreported (IUU) fishing. This
agreement, negotiated in Rome in a series of meetings culminating in the 24th
meeting of FAO COFI in March 2001, provides States with a tool box for actions
to deter and eliminate IUU fishing both in their exclusive economic zones and on
the high seas. Measures more readily available to States as a result of this IPOA
include:

• Port State measures to deter IUU fishing products being transshipped or un-
loaded.

• Flag State measures to get at the flag of convenience problem.
• Market measures that can be adopted multilaterally, for example to deter IUU

fishing in the area of competence of regional fisheries management organiza-
tions.

• Strengthened measures for monitoring control and surveillance of fishing fleet
activities.

We intend to use this IPOA in every way possible to crack down on illegal fishing,
particularly by vessels flying ‘‘flags of convenience.’’ IUU fishing contributes to over-
capacity. It undercuts effective data collection by making it impossible to determine
which vessels are fishing, where they are fishing, and how much they are catching.
It also undercuts the management measures established by regional fisheries man-
agement organizations. In short, the IUU IPOA negotiated this year forms an im-
portant complement to our efforts on capacity.

Mr. Chairman, with this testimony, we are submitting to the Committee copies
of the two IPOA’s I have discussed. As is evident, further work will be necessary
before these IPOA’s can be implemented. We believe it is important that inter-
national standards such as these to achieve sustainable fisheries be set and fol-
lowed. The United States has been at the forefront of this effort not only because
we care about sustainable fisheries, but also because such rules help level the play-
ing field for the U.S. fishing industry. We look forward to continuing to work with
the Committee on these matters.

Thank you Mr. Chairman. I apologize for my inability to attend today. Should you
wish further information on these matters, we would be pleased to provide it.

[The report entitled ‘‘Pacific Groundfish Buy-Back Program’’ by
Peter Leipzig submitted for the record follows:]
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Mr. GILCHREST. I want to welcome all the witnesses here this
morning and I appreciate your attendance and your testimony and
we will get started with Dr. Hogarth.

STATEMENT OF WILLIAM T. HOGARTH, PH.D., ACTING ASSIST-
ANT ADMINISTRATOR FOR FISHERIES, NATIONAL MARINE
FISHERIES SERVICE

Dr. HOGARTH. Thank you, Mr. Chairman. It is always an honor
to come before this Committee and discuss fishery issues and ways
that we can do a better job of ensuring we have a viable fishery
for our citizens for the future.

I thank you for inviting me today to testify on the government
programs to reduce fishing capacity and the implications of sub-
sidies in the fisheries sector. I am Bill Hogarth, the Acting Assist-
ant Administrator for Fisheries in the Department of Commerce.

Let me begin by saying the two subjects of this hearing are mat-
ters of serious concern to NOAA fisheries. On April 4 I testified on
the Magnuson-Stevens Fishery Conservation and Management Act
and I stated that I believe that matching harvesting capacity with
available resources is one of the agency’s highest priority concerns.
The capacity reduction programs, in particular vessel buybacks and
subsidies, are two issues among others that we must examine to
manage capacity effectively.

I understand that this hearing will focus on two recent reports,
one by GAO on buybacks and another mandated by the Sustainable
Fisheries Act on subsidies. To place the findings and recommenda-
tions of these two reports in a more meaningful context, I would
like to say a few words about the history of these two issues. I will
then comment on the main points of these reports.

I do not think that anyone doubts the fact that there is over-
capacity today in the harvesting sector of the U.S. fishing industry.
As we examine the evolution of government policies from the estab-
lishment of our 200-mile fishery conservation zone in 1977 it is
clear that the U.S. government’s policies promoted increases in
harvesting capacity for roughly the first 10 years or so after the ex-
tended jurisdiction. Growth in harvesting capacity was actively and
consciously promoted by law, fishery management and trade poli-
cies and by industry assistance programs and programs adminis-
tered by NOAA Fisheries and by other Federal agencies, including
units of the Department of Commerce and the Department of Agri-
culture, among others.

For the sake of accuracy, I would like to point out that these poli-
cies were successful, extremely successful. We came from a nation
that was about seventh or eighth in harvesting to approximately
third or fourth. We have increased our harvest capacity very well
and we have done a great job doing that. Our 200-mile exclusive
economic zone was almost entirely Americanized by the late 1980’s.
Domestic harvests were up, U.S. exports were up. We are number
one or number two in exports, particularly to Japan. Within about
a decade, the United States joined the ranks of the top fishing pow-
ers.

However, about the same time, evidence appeared that har-
vesting capacity was excessive for some major species. NOAA Fish-
eries, the Regional Fishery Management Councils, industry rep-
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resentatives, and the environmental organizations began to ques-
tion the need for assistance programs and gradually a change in
policy began to take shape.

Today we are dealing with overcapacity in many of our Federally
managed fisheries in a number of ways. Essentially we have four
broadly defined tools to address this issue: vessel and permit
buybacks, limited entry systems, rights-based management sys-
tems and laws governing the location of construction, U.S. citizen-
ship ownership and the physical size of U.S.-documented fishing
vessels.

With respect to subsidies, there is a parallel story. Federal poli-
cies and programs have helped to promote harvesting capacity. In
many cases capacity-enhancing subsidies, such as loans and grants
to the fishing industry, have been reduced or modified in a manner
not to further encourage additional harvesting capacity. More em-
phasis has been placed in recent years on programs and policies
that help reduce capacity.

The two reports the Subcommittee is focussing on today deal in
different ways with the government’s role. First, promoting the ex-
pansion of capacity and second, reducing capacity to more sustain-
able levels. Basically, NOAA Fisheries agrees with the main find-
ings of these reports and we believe both were well prepared and
reasonably argued. Clearly the Federal Government has to ensure
that public funds appropriated by Congress for buybacks of fishing
permits and vessels must be wisely used to achieve the intended
results. Equally important is the need to review fishery assistance
programs continually to ensure that these programs effectively
serve the needs of today’s fisheries policies.

One basic point I would like to make today is that to do these
jobs we need a better and more precise understanding of some key
concepts. On the capacity side we must define and measure capac-
ity and overcapacity better than we have in the past. On the sub-
sidy side we need a more accurate updated inventory of Federal
subsidies provided to the fishing sector, including the implications
of subsidies for levels of effort and capacity in Federally mandated
fisheries.

Today I can report that we are making progress in these areas.
NOAA Fisheries formed an internal working group two years ago
to examine definitions and measurements of capacity in fisheries,
and this group has completed a technical report on this topic and
just issued another report that assesses capacity qualitatively in
the majority of Federally managed fisheries. Our next job is to de-
velop a quantitative report that will further examine overcapacity
in U.S. fisheries.

As for subsidies, NOAA Fisheries has participated or will partici-
pate in a number of international studies conducted by the Organi-
zation for Economic Cooperation and Development, the Asia Pacific
Economic Cooperation Forum, the United Nations Food and Agri-
culture Organization, and the World Trade Organization, all of
which looked at this issue from the international perspective.

We now have a much better idea of how to measure harvesting
capacity and a more comprehensive and technically precise appre-
ciation of the effects of fishing sector subsidies in the U.S. and
abroad. With improved analytical tools, our ultimate goal is to
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manage capacity and administer assistance programs in ways that
support sustainable fisheries.

Mr. Chairman, this concludes my testimony and I will be happy
to answer any questions you or other members of the Committee
may have. Thank you.

[The prepared statement of Mr. Hogarth follows:]

Statement of William T. Hogarth, Ph.D., Acting Assistant Administrator for
Fisheries, National Marine Fisheries Service, U.S. Department of
Commerce

Mr. Chairman and Members of the Subcommittee, thank you for inviting me to
this hearing on capacity reduction programs and subsidies in the fisheries sector.
I am William T. Hogarth, the Acting Assistant Administrator for Fisheries in the
National Oceanic and Atmospheric Administration/Department of Commerce.

The subjects of this hearing are two related issues: fishing capacity reduction and
the subsidies provided by the Federal Government to the fishing industry, in par-
ticular subsidies that influence levels of capacity. More specifically, this hearing will
address two recently completed reports. The first report, issued by the General Ac-
counting Office almost a year ago, assesses Government programs to reduce over-
capacity through publicly funded buyouts. The second report was mandated in the
1996 Sustainable Fisheries Act amendments to the Magnuson–Stevens Fishery Con-
servation and Management Act (Magnuson–Stevens Act) to examine the influence
of subsidies and other Federal programs in both the expansion and contraction of
fishing capacity. One theme that appears in both reports is the use of public funds,
or subsidies, to achieve reductions of overcapacity in the fish harvesting sector.
NMFS POLICES ON MANAGING CAPACITY AND PROVIDING SUBSIDIES:

THE HISTORIC VIEW
Before I discuss these two reports and comment on their findings, I thought it

would be helpful to the Subcommittee to review briefly the larger context. Accord-
ingly, I would like to spend a few moments on the Federal Government’s historic
role in, first, promoting and managing capacity, and, second, providing publicly
funded economic assistance to the fisheries sector. The key point is that these roles
have evolved considerably over the last two decades, and, once we understand those
changes, we can address these two reports.

When the Magnuson–Stevens Act was passed 25 years ago, the U.S. fishing indus-
try lacked the capacity to harvest all the resources in our 200-mile Exclusive Eco-
nomic Zone (EEZ). Congress, NMFS and the industry embarked on a program to
promote domestic capacity. Now, we are confronted with a situation in which there
is overcapacity in many Federally managed fisheries.

Viewed historically, it is apparent that Federal laws, programs and policies to pro-
mote the development of the U.S. fishing industry from 1977 to roughly 1990 are
among the reasons we are now dealing with overcapacity. To place these issues in
a more meaningful context, I thought it would be helpful to review briefly how
‘‘undercapacity’’ became ‘‘overcapacity.’’ When the United States established a 200-
mile fishery conservation zone in 1976, the Fishery Conservation and Management
Act (FCMA), and the American Fisheries Promotion Act (1980) launched a broadly
supported Congressional and Administration policy of promoting growth in domestic
harvesting capacity and Americanization of the zone. As a result, in the years up
to about 1990, foreign operations were gradually phased out and domestic landings,
revenues, and exports increased.

U.S. Government policy fostered this growth in harvesting capacity in many ways.
Domestic fishermen were encouraged to engage in fisheries that had previously been
dominated by foreign vessels, including fisheries for species that were considered
‘‘underutilized’’ in the U.S. market. Investment tax credit provisions in the IRS code
until 1986 stimulated spending on new vessel construction. Federal loans, loan
guarantees, and tax deferral programs stimulated the purchase, repair, and refitting
of fishing vessels. Direct grant programs, such as the Saltonstall–Kennedy Fishery
Development Grants program, provided seed money for new product development
and other projects. Foreign allocations and trade policies were linked through the
so-called ‘‘Fish and Chips’’ initiative to promote foreign market opportunities for
U.S. producers.

I think it is important to point out that these policies were successful in achieving
full domestic use of the EEZ resources in a relatively short period of time. By the
end of the 1980s, the U.S. EEZ was, for all practical purposes, fully Americanized,
with no directed foreign fishing and only modest levels of foreign participation in
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‘‘over-the-side’’ joint ventures. The United States became a major fishing power, and
one of the top few seafood exporters in the world. However, it soon became clear
that at least some key segments of the harvesting sector had developed excessive
production capacity. Traditional fisheries stocks suffered major declines in parts of
the U.S. EEZ. User conflicts among domestic groups of fishermen multiplied. By the
end of the 1980s, everyone involved, including the Congress, NMFS, the Regional
Fishery Management Councils (Councils) and industry became increasingly inter-
ested in ways to constrain harvesting capacity to more sustainable levels.

NMFS and the Councils began to explore various forms of limited entry in many
Federally managed fisheries; direct grants for research and development declined
and various other domestic and international market promotion activities were cur-
tailed or terminated. Congress passed the Commercial Fishing Vessel Anti–Reflag-
ging Act of 1987 that placed more restrictive limits on foreign investments in U.S.-
documented and -flagged fishing vessels.
FROM PROMOTING TO MANAGING CAPACITY

Nevertheless, it was clear by the early 1990s that the overcapacity problem per-
sisted and was extremely serious in certain fisheries. In the Northeast groundfish
fisheries, for example, the resources were declining and could not support existing
levels of effort and capacity. In the North Pacific fisheries for Alaska pollock and
other bottomfish species, the race to invest in both at-sea and shoreside facilities,
spurred by domestic policies, foreign investments, and attractive export opportuni-
ties, created a major user conflict during practically the entire decade.

Now I would like to review briefly the major programmatic and legal tools that
have capacity-constraining implications:
• Buybacks

The most obvious and explicit means of addressing overcapacity is to buy out sur-
plus vessels and/or permits. For almost a decade, Congress, NMFS and various in-
dustry groups moved toward more direct and aggressive interventions in the capac-
ity problem. Starting in 1994, the Federal Government began to purchase redun-
dant vessels and/or permits in selected fisheries. Initially, publicly funded vessel/
permit buybacks were conducted in the Northeast groundfish and Pacific Northwest
salmon fisheries. From 1994 to 1999, a total of almost $56 million was appropriated
under various statutes to fund seven separate buybacks in the Northeast multispe-
cies, Gulf of Mexico fisheries, Northwest salmon, and Alaska pollock and crab fish-
eries.

The 1996 amendments (SFA) to the Magnuson–Stevens Act authorized a new type
of buyback, in which public and private resources could be used to fund the removal
of redundant vessels. The SFA’s Section 312 (b)–(e), Fishing Capacity Reduction
Program, stipulated that buybacks conducted under this provision must ‘‘prevent
the replacement of fishing capacity removed by the program,’’ be ‘‘cost-effective,’’ and
‘‘obtain the maximum sustained reduction in fishing capacity at the least cost.’’
Funding could be provided from a variety of public sources and from ‘‘an industry
fee system.’’ NMFS has expended considerable effort in the last few years to develop
rules to implement these public/private partnerships.

The 1998 American Fisheries Act (AFA) legislated a buyback of nine at-sea Alas-
ka pollock vessels with a direct Federal payment and a Federal loan that pollock
fishermen will repay with assessments levied on their future first sales. Technically,
the AFA buyback was achieved through direct legislation rather than under Section
312 of the Magnuson–Stevens Act, but the key point is the public/private partner-
ship in paying its costs.
• Limited Entry

Limited entry provisions have a long history in domestic fisheries, and often serve
as a first step toward more restrictive measures. In U.S. Federally managed fish-
eries, the Councils and NMFS paid increasingly serious attention to this category
of regulations, and introduced limited entry in most FMPs. At the present time,
practically all Federally managed fisheries have at least some form of limited entry
from a control date to a moratorium on new entrants. Generally, limited entry, in
particular its stronger forms, constrain or prevent new entrants but do not effec-
tively limit the capacity of existing participants in a fishery. Nevertheless, limited
entry may be a first step in a program of restricting participation in fisheries.
• Systems Based on Allocations to Individuals or Specific Groups

During the early 1990s, some of the Councils also began to consider management
systems based on allocations to individuals or specific groups as a means to enhance
the effectiveness of the management process, improve the industry’s economic per-
formance, and reduce overcapacity. One example is Individual Fishery Quotas
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(IFQs), in which an allocation or share of the catch is assigned to an individual par-
ticipant/vessel in the fishery. IFQs were introduced in the surf clam/ocean quahog
and wreckfish fisheries in the Atlantic and in the sablefish/halibut fishery in the
North Pacific during the 1990s, and all three IFQs have, according to the 1999 Na-
tional Academy of Sciences report mandated by the SFA, had some capacity-con-
straining effects in those fisheries.

These systems include a variety of arrangements, not all of which assign quotas
to individual participants. Community development quotas (CDQs), which were es-
tablished in the 1990s for western Alaska native communities, are another form of
such a system. Fisheries cooperatives, although not harvest rights-based systems in
the strict sense, may function like IFQs. The 1998 American Fisheries Act created
various cooperatives of Alaska pollock producers. More recently, another cooperative
of fishermen in the Alaska sea scallop fishery was formed.

IFQs, CDQs, and the Alaska Bering Sea pollock cooperatives have had discernible
capacity mitigating effects, and generally have yielded appreciable levels of eco-
nomic and conservation benefits. In the two Atlantic IFQs for surf clam/ocean qua-
hog and wreckfish, in which quotas shares are highly transferable, the decline in
participation has been most dramatic.
• Statutory Regulations on Vessel Construction, Ownership and Size

Although maritime laws generally are not categorized as instruments that man-
age capacity, these statutes do have implications for levels of harvesting capacity.
Recently, U.S. laws that govern these matters have become more restrictive, first
in 1987, with the passage of the Commercial Fishing Vessel Anti–Reflagging Act,
and then in 1998, with the AFA. Under U.S. law, fishing vessels, to be documented
by the U.S. Coast Guard, must be constructed in domestic shipyards and U.S. cit-
izen ownership shares must be 75 percent. In addition, the 1998 AFA restricted,
with certain specific exemptions, the eligibility for fishery endorsements of vessels
greater than 165 feet in registered length, more than 750 gross registered tons, and
with engines capable of producing more than 3,000 shaft horsepower. These docu-
mentation requirements prevent foreign-built and foreign-controlled vessels from
participating in Federally managed fisheries and limit the eligibility of extremely
large vessels. Available data and studies do not support any firm conclusions about
the net effects of these statutes on fishing capacity.
NMFS INITIATIVES ON THE FISHING CAPACITY ISSUE

During the last several years, NMFS has pursued a number of voluntary initia-
tives dealing with fishing capacity in both the international and domestic spheres.

In the international arena, NMFS, working with the Department of State, dedi-
cated considerable efforts to technical consultations and negotiations leading to the
1999 agreement in the United Nations Food and Agriculture Organization (FAO) of
an international plan of action on the management of fishing capacity (IPOA/
capacity). The IPOA/capacity is a voluntary and not a binding agreement, but we
feel that it represents a potentially important step in the right direction in our ef-
forts to deal cooperatively with other nations on this difficult issue. Most notably,
all FAO members who agreed to the IPOA/capacity must produce national plans of
action to better manage capacity levels in their domestic fisheries by the end of
2002, and to ‘‘reduce and progressively eliminate all factors, including subsidies and
economic incentives ... which contribute to the build-up of excessive fishing capac-
ity.’’ An important and fundamental point about the FAO agreement is that inter-
national cooperation on this issue should yield benefits for U.S. fishermen and Fed-
erally managed fisheries, in particular those fisheries in which there is both U.S.
and foreign participation.

In the domestic arena, NMFS established a performance measure under its stra-
tegic plan that explicitly addresses this issue. Several years ago, under the planning
element, Build Sustainable Fisheries, we agreed to an objective ‘‘to reduce the num-
ber of overcapitalized fisheries by 20 percent by 2005.’’

In 1998, NMFS established a working group of agency economists and other fish-
eries specialists to develop definitions and measures of capacity and overcapacity.
This group has worked for more than two years on these complicated issues. Re-
cently, the internal working group issued a report that identifies capacity in most
Federally managed fisheries based on qualitative indicators. The working group will
soon issue another report on technical and economic definitions and measures of ca-
pacity. We continue to work on assessments of quantitative measures of capacity,
and convened a meeting of experts two weeks ago to review the progress we have
made thus far on these measures. This recent meeting concluded with an agreement
on methodologies that can be used to measure capacity in fisheries from several dif-
ferent perspectives.

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00028 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



25

With these metrics, I hope that NMFS will be able to prepare quantitative assess-
ments of capacity levels in all, or nearly all, Federally managed fisheries, just as
we do for the status of stocks. I believe that this technical work is extremely impor-
tant, because it will enable us, first, to develop plans and monitor progress in deal-
ing with overcapacity, and, second, to assess the effectiveness of government actions,
such as buybacks, to deal with this problem. Finally, NMFS has agreed in the FAO
IPOA/capacity to reduce domestic subsidies that promote overcapacity, and this
brings us to the second broad theme of this hearing. As we did with the capacity
issue, it would be helpful to review briefly the evolution of NMFS’’ thinking on the
subsidies issue.
SUBSIDIES IN THE FISHERIES SECTOR

Subsidies is a term of trade law that has traditionally been applied to a category
of government measures that confer unfair and, under certain conditions, actionable
adverse effects in international markets. Indeed, the single binding international
agreement that disciplines subsidies, including subsidies in fisheries, is the 1994
World Trade Organization’s (WTO) Agreement on Subsidies and Countervailing
Measures. During the last decade, however, as concerns intensified about over-
fishing and overcapacity in world fisheries, international organizations, national
governments and private groups became increasingly interested in the environ-
mental, as well as trade, effects of subsidies. In the fisheries sector, the connection
that received the greatest attention was the relationship between, on the one hand,
subsidies provided to fishermen, and, on the other, unacceptably high levels of over-
fishing and overcapacity.

In the context of this broader debate, some governments and experts made the
point that certain government payments that qualify as subsidies under the 1994
WTO subsidies agreement may have positive environmental effects. As an example,
publicly funded buybacks of redundant fishing vessels and/or permits may be a sub-
sidy, but, because they reduce excess capacity, don’t promote production or increase
trade, are also environmentally beneficial or at least benign, and are therefore
‘‘good’’ subsidies.

The recent domestic and international debate on subsidies in the fisheries sector
has placed considerable emphasis on the distinction between ‘‘good’’ and ‘‘bad’’ sub-
sidies, i.e., between subsidies that constrain capacity or enhance resources, and
other subsidies that promote excessive levels of effort and capacity. Seen in this con-
text, U.S. practice has evolved significantly during the last few decades. During the
first decade or so after the FCMA, the United States Government funded a number
of subsidies that did, explicitly or implicitly, promote higher levels of fishing effort
and capacity. Some of these effort- and capacity- enhancing subsidies, such as loan
guarantees, tax deferral programs, and fishery development grants, were adminis-
tered by NMFS, while other subsidies were implemented by other Federal agencies,
such as the Department of Agriculture.

During the last decade, NMFS has scaled back and redirected a number of these
effort- and capacity-enhancing subsidies, placing relatively more emphasis on pro-
grams that reduce effort and capacity and that support sustainable resources. Pub-
licly funded buybacks of surplus fishing vessels and/or their permits are the best
example of this.

Finally, during the last several years, NOAA joined the Office of the United
States Trade Representative in developing and promoting an international initiative
on subsidies. Under this proposal, during the next global round of multilateral trade
negotiations, World Trade Organization members will agree to phase out trade-dis-
torting and environmentally harmful subsidies in fisheries. Such a global agree-
ment, combined with improvements in management, would ultimately have a
capacity-constraining effect. To promote this international initiative, NMFS has also
played an active role in recent years in the preparation of various international
studies of fisheries sector subsidies, for example, in FAO, the Organization for Eco-
nomic Cooperation and Development and the Asia Pacific Economic Cooperation
Forum.
GAO AND SFA–MANDATED REPORTS

With this background in mind, I would like to turn now to the two reports that
are the subjects of this hearing: (1) the report issued last year by GAO on vessel
buybacks, and (2) the 1999 Magnuson–Stevens Act-mandated report on the implica-
tions of subsidies and other Federal programs for the expansion and contraction of
capacity in Federally managed fisheries.
• THE GAO REPORT ON CAPACITY REDUCTION

The first of these is the GAO report, Entry of Fishermen Limits Benefits of
Buyback Programs, which was issued in June 2000. Essentially, this report assesses
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three buyback programs in (1) New England groundfish, (2) Bering Sea pollock, and
(3) Washington State salmon fisheries. These programs were funded under different
laws, included a mix of grants and loans, and involved aggregate public costs of
$130 to $140 million from 1995 to 2000. GAO’s key finding is that the effectiveness
of buybacks in fisheries can be hampered by:

• the entry of bought-out fishermen into other fisheries;
• the activation of latent permits in bought-out fisheries; and
• capital (input) stuffing, i.e., increased efforts and investments by fishermen who

remain in bought-out fisheries.
The GAO report concluded that the buybacks administered in the New England

groundfish fleet were less effective than the vessel and permit buybacks in the Alas-
ka Bering Sea pollock and Washington State salmon fisheries. In summary, these
three vessel and permit buyback programs had a mixed record as publicly funded
measures to achieve reductions in fishing capacity. To improve the effectiveness of
capacity reduction programs, GAO made a number of recommendations, of which we
believe the most important were that:

• NMFS should make greater effort to measure harvesting capacity in more fish-
eries;

• the effectiveness of buyouts should be more systematically evaluated;
• buybacks must be somehow tailored to prevent post-buyback entry into other

fisheries; and
• capacity reduction programs should be accompanied by management measures,

such as cooperatives and other systems based on allocations to individuals or
specific groups, that will address the ‘‘race to fish.’’

NMFS RESPONSE TO THE GAO REPORT
NMFS has already provided technical comments on the GAO report, which were

appended (with GAO’s responses to the NMFS comments) to the June 2000 report.
In addition, the agency published in the Federal Register, on May 18, 2000, an in-
terim final rule implementing Section 312 (b-e) (Fishing Capacity Reduction Pro-
gram) of the Magnuson–Stevens Act, which explains in detail the agency’s views on
how to implement buybacks funded from both public and private sources. In this
hearing, therefore, I would like to confine my comments to what are the most funda-
mental issues.

First, NMFS agrees that we need better definitions and measures of capacity and
overcapacity in fisheries.

We also agree that NMFS should, to the degree that is practical, regularly mon-
itor and assess the effects of completed buybacks. On this score, we point out that
the NMFS Northeast Fisheries Science Center conducts such an annual report on
the New England buybacks; that the pollock cooperatives issue reports with this
type of information, to the North Pacific Fishery Management Council; and that
Washington State reports on the salmon permit buybacks to the Washington State
Fish and Wildlife Commission.

In addition, NMFS agrees that buybacks should be administered in ways that pre-
vent the entry of bought-out boats in other fisheries. This is a complicated and tech-
nical issue. The circumstances of each buyback fishery would have to be examined
separately. For example, the potential entry of bought-out vessels depends signifi-
cantly on whether the buyback targets vessels, permits, or both.

Finally, we agree that, ideally, vessel and permit buybacks should be accompanied
by changes in the basic management system that will lead to a better harmonization
of fishing capacity with available resources. At the same time, we are compelled to
note that such an approach to capacity reduction may require a time-consuming and
politically contentious process.

As a general comment, NMFS welcomes the GAO report and agrees with most
of its major findings, but also notes that buybacks are designed to provide timely
assistance in a wide variety of different circumstances in distressed fisheries. There-
fore, while we agree with GAO on most of its major points, we are also compelled
to deal with these situations on a case-by-case basis.
• THE MSA–MANDATED REPORT ON SUBSIDIES AND CAPACITY

Among the many reports mandated by the Sustainable Fisheries Act amendments
was the Federal Fisheries Investment Task Force Report, issued in July 1999. Es-
sentially, the report was completed by a task force of 22 non–Government experts,
representing all geographic regions and perspectives. It examined broadly the Fed-
eral role, through subsidies and other Government programs, in the expansion and
contraction of harvesting capacity in Federally managed fisheries.

The task force looked at this issue historically, from the introduction of extended
jurisdiction in 1977 to the present, and included a number of case studies on
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capacity levels in specific fisheries. Just as important, the task force did not confine
its study to NMFS subsidies and programs, but also examined the role of a wide
variety of activities of other Federal agencies. Taking this broad view of the prob-
lem, the task force studied in some detail a number of issues that had not received
much scrutiny, such as the roles of the U.S. Department of Agriculture lending pro-
grams in fisheries, the policies of the Small Business Administration, the effects on
fisheries habitat of U.S. Army Corps of Engineer projects in the Mississippi delta
and in the Florida Everglades, and the implications for fisheries investments of the
Investment Tax Credit until its reform in 1986.

The task force paid considerable attention to NMFS programs, in particular the
Fisheries Obligation Guarantee (FOG) and the Capital Construction Fund (CCF),
which, among programs administered by NMFS, had the best documented effects on
capacity levels in Federally managed fisheries. As a general observation, the task
force report concluded that the FOG and CCF programs, in conjunction with other
economic assistance measures and development policies administered by NMFS and
other Federal agencies, had some capacity-enhancing implications for some U.S.
fisheries in certain periods, but that these effects are difficult to measure precisely.

The FOG, which was transformed in 1996 into a direct loan program, no longer
finances new harvesting capacity additions. However, the CCF does promote addi-
tions to capacity levels. It is noteworthy that the task force report includes a lengthy
discussion of various ways in which the CCF program could be amended to solve
this problem e.g., by permitting withdrawals from CCF accounts for purposes other
than building new and refitting existing vessels; however, the task force did not
agree on any specific reform proposal.
NMFS RESPONSE TO THE TASK FORCE REPORT

NMFS generally agrees with the findings and recommendations of the task force
report. The report’s historical focus, the treatment of programs implemented by all
Federal agencies, the case study approach, and the discussion of subsidies to sectors
other than fisheries (riverine navigation, land development, and hydroelectric
power) were all interesting and welcome.

In addition, the chapters in the task force report on the concepts of capacity and
subsidies incorporated recent work on these issues, including efforts supported by
NMFS, and presented these themes in an engaging and thought-provoking manner.

Generally NMFS has, as much as its discretionary authority allows, dramatically
reduced the scope of subsidies and other programs that enhance fishing capacity,
and placed progressively much greater emphasis on subsidies and other programs
that reduce capacity. Since 1997, NOAA has been working with the USTR on an
international World Trade Organization initiative to reform trade-distorting and en-
vironmentally harmful subsidies.

The only major capacity enhancing NMFS-administered subsidy is the tax defer-
ral program, the CCF. NMFS is willing to engage interested parties in a dialogue
on the future of the CCF.

In conclusion, I believe that there must be a strong program to tailor fishing ca-
pacity to the availability resources if we are to maintain sustainable fisheries, the
economic viability of the industry and the safety of the fleet.

Mr. Chairman, I appreciate the opportunity to testify before the Committee today
and am prepared to respond to questions from Members.

NMFS RESPONSES TO FOLLOW–UP QUESTIONS FROM
MAY 10, 2001 MAGNUSON–STEVENS ACT REAUTHOR-
IZATION HEARING ON CAPACITY REDUCTION PRO-
GRAMS AND SUBSIDIES ON FISHERIES

Questions submitted by Representative Jennifer Dunn
(1) Why does the Financial Services Program within the Depart-

ment of Commerce continue to underwrite loans and generate
guaranteed notes for each approved transaction when these loans
can be made at no cost to the taxpayers by private institutions?

The Fisheries Finance Program (FFP) neither underwrites loans
nor generates guaranteed notes. The FFP is a direct loan program.
The FFP borrows its lending capital from the U.S. Treasury at an
interest cost identical to the Treasury’s cost of borrowing public
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funds. The FFP then uses this lending capital to make loans to the
fishing industry for authorized purposes. The fishing industry pays
the FFP an interest rate equal to the Treasury rate plus 2%.

Although the previous Administration’s budgets estimated that
the FFP had a Federal Credit Reform Act (FCRA) cost equal to 1%
of the principal amount of FFP loans, this Administration’s budget
for fiscal year 2002 more accurately estimates that the FFP’s FCRA
cost is a negative 15.66%. The latter estimate accurately reflects
the FFP’s historical performance.

(2) In 1996, the Financial Services program began making loans
to individuals for Halibut/Sablefish Quota shares in the Alaska
Fishery. As I understand it, transactions are funded directly from
the U.S. Treasury at rates 2% above the like Treasury Instru-
ments. This 2% is to cover Financial Services operating costs. Since
private brokers and banks could work up the details and handle
term financing with the U.S. Government’s guarantee, why does
the Department of Commerce need to be involved?

The FFP is the lender. The FFP, as noted above, borrows its loan
capital from the U.S. Treasury. The FFP is a direct lender and does
not guarantee private loans.

However, prior to the Sustainable Fisheries Act’s (SFA) amend-
ment of the FFP’s authorizing legislation, effective October 11,
1996, the FFP generated its lending capital in the private institu-
tional investment market (IIM) rather than borrowing its lending
capital from the U.S. Treasury. The FFP did so by selling the fish-
ing industry’s promissory notes, with a 100% Federal repayment
guarantee, in the IIM. Since the IIM does not assess commercial
credit risks and the FFP bore 100% of the credit loss risk, the pre–
SFA FFP necessarily assessed all fisheries credits whose repay-
ment it guaranteed. The IIM is the same market from which the
U.S. Treasury borrows public funds, and the pre–SFA arrangement
functionally resulted in the FFP performing a function that the
Treasury provides at less cost to the Government. The SFA amend-
ment recognized this by requiring the FFP to borrow its lending
capital from the Treasury rather than from the IIM. This resulted
in a 1% reduction in the cost of borrowing public funds for fisheries
lending purposes, and allowed the SFA to increase the FFP’s lend-
ing spread from 1% to 2% without any additional interest expense
to the FFP’s fisheries borrowers.

(3) How is the Financial Services Program currently audited? Are
these audits conducted under Federal Lending Regulations? If not,
why not? Do you believe there needs to be third- party reviewing
policies in place to make sure that the consumer and taxpayers are
protected?

A nationally known private accounting firm annually audits all
National Oceanic and Atmospheric Administration (NOAA) func-
tions, including the FFP, pursuant to the Chief Financial Officer’s
Act of 1991. The audits conform to (1) Office of Management and
Budget guidelines, (2) Department of Commerce guidelines, and (3)
NOAA accounting policies. Every audit has, with respect to the
FFP, been unqualified.

We believe the FFP’s accounting and auditing practices fully pro-
tect consumers and taxpayers.
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Mr. GILCHREST. Thank you very much, Dr. Hogarth.
Mr. John Dunnigan, welcome.

STATEMENT OF JOHN H. DUNNIGAN, EXECUTIVE DIRECTOR,
ATLANTIC STATES MARINE FISHERIES COMMISSION

Mr. DUNNIGAN. Thank you, Mr. Chairman. It is a pleasure to be
back before the Committee again.

I come to you today in a little bit different capacity than I usu-
ally do. I am the executive director of the Atlantic States Marine
Fisheries Commission. The report I am here to talk about today is
not a commission work product. Rather, when the Sustainable
Fisheries Act was passed, the National Marine Fisheries Service
contracted with our commission to provide staff services to support
a number of the tasks that were required for the implementation
of the new law and one of those tasks was to provide the staff sup-
port to the Federal Fisheries Investment Task Force that was man-
dated by Section 116(b) of the Sustainable Fisheries Act.

In looking at the law and deciding how to put this together, there
were a couple of questions. The law is very broad in the way it set
forth the job that needed to be done. The task force members, for
example, asked themselves are we expected to make recommenda-
tions? And they concluded that given the nature of their charge
and the investment that the Service had made in putting this
group together that if they could find areas where they could make
recommendations they really ought to do that.

That was one of the issues that they had to decide, just how
broad a scope were they supposed to take to this problem and they
chose, because of the importance of it, to try to be as broad as pos-
sible and provide the guidance that Congress would need.

There was also a question about the make-up of the panel. The
statute only referred to interested parties and the Service decided
that it wanted to have first of all, non-Federal people so that there
would not be any question of bias from the National Marine Fish-
eries Service coming into the conclusions and recommendations,
and secondly, that it needed to broadly represent fisheries’ con-
stituencies from across the country in all of the major constituency
groups.

So we ended up with commercial fishermen, we ended up with
recreational fishermen, we had representatives from the environ-
mental community, we had lawyers, we had accountants, and we
even had economists, which I think made a lot of sense for this
task. But I think the point is it was a very broadly based group
from all across the country that spent a lot of time in 1998 coming
up with these recommendations.

Three of the members of the task force I believe are on the next
panel—Gordon Blue, Scott Burns and Jim Kirkley—and they are
among the people that put an awful lot of work into coming up
with this document.

I think the task force report speaks for itself. We tried to make
it readable. I would commend it to all of you. It is a very good sum-
mary and picture of the breadth of issues that are going to be in-
volved when the Congress tries to deal with the question of Federal
investment in the fisheries.
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The report breaks down into two major areas. First of all, there
is a discussion of concepts and one of the things that the task force
found was that the basic conceptual underpinnings for this inquiry
are not very well understood. We talk all the time about too many
boats chasing too few fish and although that is an easy mantra to
roll off your tongue, it is very hard to take that down and start
doing some serious analysis about how that happens and what the
implications of it really are.

We talk an awful lot about overcapitalization in the fisheries
and, as a matter of fact, what we think we are probably talking
about more often than not is overcapacity, and they are very dif-
ferent ideas. You need to look not only at the question of what is
capacity but what is the effective utilization of the capacity that is
available because just because capacity is there, that does not nec-
essarily mean that it is going to be used all the time; that depends
on a whole range of individual factors.

After dealing with these concepts, the report then goes in to look
at a number of very specific programs. Just to highlight some of
the significant ones, the Capital Construction Fund program is one
that the task force probably spent most of its time on. I can tell
you from what we heard from public hearings around the country
that the existence of Capital Construction Funds and wondering
where all this money is going to go is a significant worry within
the commercial fishing industry and is something that needs to be
addressed.

The task force looked at the Fisheries Obligation Guarantee pro-
gram. It looked at the investment task credits that were available
back in the early 1980’s and there was a lot of sentiment, although
the quantitative data was not really there to make this analysis,
but there was a lot of sentiment on the task force, I think, that the
availability of the investment tax credit and other tax programs
that are no longer available were one of the great stimuli that
really led to the build-up of the U.S. fishing industry in the 1980’s.

We also talked about buyouts and let me just emphasize there
that the task force really believed that it is important when Con-
gress is dealing with buyout programs to focus on what it is you
are trying to do. You need to have very clear and understandable
objectives.

Mr. Chairman, the number one problem that the task force found
in its analysis was that it is very difficult to do it because of the
lack of data, the lack of quantified information for analysts to use
in trying to come to some conclusions about how these things hap-
pen and what the impacts are. Most programs do not operate from
the beginning with a sense of trying to understand what the im-
pacts on fishing capacity are going to be and one of the things that
we know we all need to build into these programs is a better sense
of what the impacts are while they are being considered by the
Congress.

The last point I am going to make, Mr. Chairman, is this task
force worked very hard. None of them received a dime for the time
that they put in on it. Twenty-two people made a major effort dur-
ing 1998. I think they are proud of their work. I am proud that I
was able to help them and I am glad that I was able to be here
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today to bring this report to your attention. I would be glad to try
to answer any questions. Thank you very much.

[The prepared statement of Mr. Dunnigan follows:]

Statement of John H. Dunnigan, Executive Director, Atlantic States Marine
Fisheries Commission

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:
Good Morning. I am John H. Dunnigan, Executive Director of the Atlantic States

Marine Fisheries Commission. Today, however, I come before you in a slightly dif-
ferent capacity. From 1997 to 1999, the Commission was contracted by the National
Oceanic and Atmospheric Administration to complete a number of specific tasks re-
quired in connection with the implementation of the Sustainable Fisheries Act. One
of these tasks was to provide staff support to the Federal Fisheries Investment Task
Force that the Secretary of Commerce was required to establish under Section 116
(b) of that Act (codified as a note to Section 312 of the Magnuson–Stevens Fishery
Conservation and Management Act, 16 U.S.C. 1861). Under this contract it was my
privilege to serve as the facilitator for the Task Force as it carried out its business
in 1998. And so I come to you to today to represent the Task Force and the work
that it did in response to Congress’s concern for this very important, complex and
difficult issue. For the most part, the Task Force’s report speaks for itself, and I
wholeheartedly commend it to you. In preparing for this hearing I have taken the
opportunity to go back over the report, and I believe that its perspectives are largely
as valid today as when the report was issued two years ago.

Let me say at the outset that the Federal Fisheries Investment Task Force did
not set out to assign blame, to find a ‘‘smoking gun,’’ or to sound any alarms. It
found that there are a lot of things that government does that affect investment in
marine fisheries. These may be either good or bad, depending on one’s perspective.
But it is clear that the fishing investment implications of these decisions are not
often well-understood or even considered ahead of time. In the end, I believe that
all of the task force members would agree that we need a more complete and con-
sistent consideration of the impacts of virtually all government policy on investment
in fisheries.
STATUTORY PROVISIONS OF THE SUSTAINABLE FISHERIES ACT;

FORMATION OF THE TASK FORCE
In 1996 the Congress enacted the Sustainable Fisheries Act (P.L. 104–297), which

contained the most sweeping revision of Federal fisheries law since 1976. During
the debates leading to passage of the Act, a common catchphrase referred to ‘‘too
many fishermen chasing too few fish.’’ Complicating the ‘‘too many fishermen’’ issue
is the oft-made allegation that government programs have over the years contrib-
uted to overcapacity in marine fisheries. Thus, the Act, in addition to all of its many
conservation and procedural provisions, included a provision for a Task Force to
study the role of the Federal Government in investment decisions in fisheries man-
aged under the Magnuson–Stevens Fishery Conservation and Management Act.

STUDY OF FEDERAL INVESTMENT.—The Secretary of Commerce shall
establish a task force comprised of interested parties to study and report
to the Committee on Commerce, Science and Transportation of the Senate
and the Committee on Resources of the House of Representatives within
two years of the date of enactment of this Act on the role of the Federal
Government in
(1) subsidizing the expansion and contraction of fishing capacity in fishing

fleets under the Magnuson Fishery Conservation and Management Act
(16 U.S.C. 1801 et seq.); and

(2) otherwise influencing the aggregate capital investments in fisheries.
(Sustainable Fisheries Act, Section 116(b))

The language of the Act gave little guidance regarding the size or make-up of the
task force, how the Congress expected it should operate, or what its final report
should address. Officials at the National Marine Fisheries Service believed that the
task force’s work should proceed independent from the efforts of the agency in this
area, in order to keep any agency biases from coloring the analysis and conclusions.
They wanted the report truly to be the task force’s work product. NMFS also be-
lieved that the task force should broadly represent the various marine fisheries con-
stituencies across the entire country. After a national solicitation of interest, NMFS
created a task force that consisted of twenty-two extremely knowledgeable and expe-
rienced individuals. Task force members came from every region of the country, in-
cluding the Western Pacific. It included individuals from commercial fisheries, rec-
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reational fisheries, Regional Fishery Management Councils, and the academic com-
munity. It included fishermen, economists, lawyers and an accountant. Throughout
the deliberations, all of the task force members stayed engaged and contributed sig-
nificantly to the final product. The members of the task force are listed in Appendix
I to my testimony.

The task force decided to operate proactively, with task force members contrib-
uting significantly to its work. Rather than organize itself with a chair, the task
force decided to rely on the staff for support, and asked me to facilitate the meet-
ings. The task force operated primarily through a series of six meetings, held
throughout the country between January and October, 1998. Public hearings were
conducted in connection with four of the meetings.

CONCEPTUAL ISSUES: CAPACITY, CAPITALIZATION AND SUBSIDY
The task force noted from the outset that many of the basic concepts that are in-

volved in any inquiry into the role of government in affecting fishing capacity and
capital investments are still not well-understood; and at the same time are conceded
to be very difficult to measure. ‘‘Capacity’’ can be looked at in two ways: 1. the po-
tential level of landings that a given vessel or fleet is capable of producing; or 2.
the potential level of landings that is consistent with some economic or social goal
or objective. ‘‘Capacity utilization’’ relates the landings in a fishery to either the
maximum potential output or an optimum output based on societal goals. ‘‘Capital-
ization’’ refers to the investments that have been made in capital stock over time.
Each of these concepts is relevant to the concern for investment in marine fisheries,
but each is different from the others and carries its own implications for policy. The
problem is that the public discussion tends not to distinguish these concepts, and
this muddies the debate. We often hear about ‘‘overcapitalization,’’ when the prob-
lem being discussed relates more to problems of capacity or capacity utilization. The
problems presented by this type of analysis are particularly vexing with regard to
recreational fisheries, which are very hard to study from a capacity standpoint, but
which obviously have important impacts on conservation.

The task force found a similar problem when addressing subsidies. It is not al-
ways clear or commonly accepted what constitutes a subsidy. The task force believed
that since it had a very broad charge from Congress, it should take a broad look
at the question of subsidies. It therefore defined a subsidy, for the task force’s pur-
poses, as any government action (or inaction) that potentially modifies (by increas-
ing or decreasing) the potential profits earned in the short-, medium-, or long-term.
The task force developed a comprehensive categorization of subsidy types, recog-
nizing that many of these do not exist in the United States. This is included as Ap-
pendix II to this testimony. The task force took the view that not all subsidies
should be viewed per se as bad. Whether a particular subsidy is good or bad is a
societal, political judgment. However, in evaluating each subsidy separately, all of
the costs, benefits and impacts of the subsidy must be clearly understood.

In general, members of the task force believed that measuring and evaluating the
circumstances that affect investment in marine fisheries are very complex, little un-
derstood, and even more difficult to quantify. Public debate of these issues requires
a more complete grasp of the fundamental concepts that are at play here; and also
requires a much better way of measuring the various factors that influence the anal-
ysis.
ROLES OF GOVERNMENT INFLUENCING INVESTMENT

The task force looked into a number of government programs that influence in-
vestment in marine fisheries. Underlying its broad approach to these was its anal-
ysis of the role of government in influencing fisheries habitat. When government
makes decisions that allow for the degradation of fisheries habitat, the capacity in
the affected fisheries becomes unusable. Pacific Northwest salmon, the Florida Ever-
glades, and Louisiana’s coastal wetlands were cases that were studies for their ef-
fects on investment in fisheries.

Perhaps the most animated discussions the task force had related to the Capital
Construction Fund. Under CCF, fishermen can defer taxes on profits from fishing
if they are saved for a specific purpose—to purchase or reconstruct a fishing vessel.
The program has a dual purpose—to support the U.S. shipbuilding industry, and
to provide for the accumulation of capital that would allow U.S. fishing fleets to be-
come and continue to be modern and competitive. There is a clear perception in the
fishing industry that existing CCF account balances are a major problem today, cre-
ating too much pressure to make new capital investments in fisheries at a time
when they are perceived not to be necessary. The task force came to a number of
conclusions and recommendation about the CCF program, although they were not
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supported by all task force members. These are included as Appendix III to this tes-
timony.

The task force also extensively considered other tax policies that affected growth
in fishing capacity in the 1970s and 1980s, most notably the investment tax credit.
Many of these, including the ITC, were repealed by the 1986 tax reform legislation.
Thus, while the Task Force members believed that these policies were a major con-
tributor to the inflows of capital to many fisheries, if not the single most important
factor in overcapacity, it appears that there is little that anyone could or should do
today in response to these programs.

The task force studied the Fisheries Obligation Guarantee program. Under this
program, the United States guarantees a loan for a fishing vessel, which improves
the credit terms for the fisherman. The program is now known as the Fisheries Fi-
nancing Program. The conclusions of the task force for this program are included
as Appendix IV.

In the past few years there have been a number of governmental efforts to remove
capital from the fishing industry through buyback programs. The task force con-
cluded that these programs, while promising, must be carefully designed and imple-
mented. The efficacy of buyback programs needs to be looked at in the context of
the current fisheries policies for the affected fisheries. Major problems in all
buybacks are latent effort and leakage (i.e., vessels who sell back their permits in
a fishery simply have their effort diverted to other fisheries). Policy makers should
also be concerned about the effect these programs have even while they are being
discussed and developed. What is essential is that buyback programs be designed
carefully with clear objectives, and understanding the likely responses of the fishing
firms that will be affected. This is true whether the program is funded by govern-
ment, by industry, or by some combination of the two.

The task force considered the Wallop–Breaux program and its effects on rec-
reational fisheries. Although the program involves no net cost to the Federal Gov-
ernment, by improving recreational fisheries, their habitat, and access to them, the
Wallop–Breaux program intends to make recreational fishing more attractive. Un-
fortunately even basic concepts of fishing capacity and what it means to recreational
fisheries are not very well understood. The Task Force recommended that NMFS
and USFWS place greater emphasis on studies of recreational fisheries, including
capital, capacity and fishing effort; and encouraged state fish and wildlife agencies
to use their Wallop–Breaux funds to study these matters as they are reflected with-
in the states.

The task force also considered a number of other programs but concluded that
they were of lesser importance in influencing aggregate capital investment in the
fisheries. These included: disaster relief, Small Business Administration, Economic
Development Administration, the farm credit system, fisheries development pro-
grams (including marketing and promotion), the Saltonstall–Kennedy Act program,
USDA food programs, the USDA school lunch program, the Foreign Agriculture
Service, the former National Fish and Seafood Promotion Council, and the Sea
Grant College Program. The Task Force concluded that Federal investment in fish-
eries development, marketing and promotion programs have had a direct role in the
build up of capital and capacity in some U.S. fisheries. This impact, however, is im-
possible to quantify in any exact way. The task force members believed that the
Federal Government should limit the funding of such programs consistent with the
conservation oriented national policy goals. In particular, priorities for S–K grant
funding and other Federal marketing, research, and development programs should
be set to avoid exacerbating the current overcapacity problem now facing the na-
tion’s fisheries.
CONCLUSION

As I said at the beginning, Mr. Chairman, the task force did not set out to resolve
questions relating to the government’s involvement in influencing capital invest-
ment in marine fisheries; but rather to clarify and explicate these issues. Resolution
of many of these issues is properly within the policy discretion of the Congress and
the Administration. These will be difficult issues to consider and make decisions
upon. The task force was mostly concerned that the fisheries investment issues get
proper and well-informed consideration.

One issue deserves special attention. Throughout its proceedings and running as
a theme throughout its report, the task force constantly came up against data limi-
tations. The available data are simply not adequate to permit proper empirical anal-
ysis of the various government programs that affect capacity in the fishing industry.
The task force recommended that, whenever legislation is passed to establish or
fund programs affecting the fishing industry, part of the mandate and budget au-
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thorization should place proper emphasis on the generation of adequate data to per-
mit the quantitative evaluation of the capacity and subsidy effects of the program.

It was a personal pleasure for me to work with the members of the Federal Fish-
eries Investment Task Force. They were knowledgeable and diligent, and made
great personal sacrifice to contribute to the work that Congress asked be done. The
task force’s relationships with the National Marine Fisheries Service were on the
whole excellent. The important thing about the task force’s report is not so much
the questions it answers, but the issues it explores. It contains much food for
thought, and lays out a blueprint for analyzing the public policy implications of the
Federal Government’s role in investment in the marine fisheries. It is a complex
issue, and I know I speak for all of the members of the task force in thanking the
Congress for creating this study; and in urging you consider this report thought-
fully.

Mr. Chairman, thank you for the opportunity to be here today. I would be pleased
to try to answer any questions.

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00038 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



35

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00039 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



36

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00040 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



37

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00041 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



38

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00042 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



39

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00043 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



40

Mr. GILCHREST. Thank you very much, Mr. Dunnigan. They may
not have received a dime but we will make good use of that infor-
mation and hope that that is some minimal reward.

Mr. Barry Hill, welcome, sir.

STATEMENT OF BARRY T. HILL, DIRECTOR, NATURAL
RESOURCES AND ENVIRONMENT, U.S. GENERAL
ACCOUNTING OFFICE

Mr. HILL. Thank you, Mr. Chairman. I am pleased to be here
today to discuss the October 1999 and June 2000 reports that we
prepared for this Committee on the costs and effectiveness of the
recent fishing buyback programs and if I may, I will just briefly
summarize my prepared statement and submit the full statement
for the record.

As the Subcommittee is well aware, fish populations in many
commercial fisheries are declining, resulting in a growing imbal-
ance between the number of vessels in fishing fleets and the num-
ber of fish available to catch. Federally funded fishery buyback pro-
grams are one tool available for managers to bring the number of
vessels and the number of fish back into balance.

Our reports focussed on the 10 principal buyback programs that
have taken place in the United States commercial fishing waters
since 1976. These buybacks were expected to cost a total of about
$160 million when completed and were financed from Federal,
state and private sources. About $140 million or 87 percent of these
costs are for buybacks implemented since 1995, which is an indica-
tion of the increasing use of the buybacks.

In summary, Mr. Chairman, we found that the buyback pro-
grams need to be carefully designed if they are to be effective in
helping to ensure sustainable fisheries. We believe recent U.S. ex-
perience demonstrates three important lessons that should be
factored into the design of any future buyback program.

First, gains from a buyback will erode unless the buyback is de-
signed to restrict fishermen from using previously inactive vessels
or permits to reenter the fishery. Our June 2000 report examined
the capacity gains from buybacks in three diverse fisheries: New
England groundfish, Bering Sea pollock, and Washington State
salmon. These buybacks initially removed from 10 to 24 percent of
each fisheries’ capacity. However, the prospects for maintaining
these gains is different for each of these fisheries largely because
of each buyback’s design.

For example, while the New England buyback initially removed
79 vessels from the fishery, because there was no provision to pre-
vent fishermen from using inactive vessels and permits, 62 pre-
viously inactive vessels began catching groundfish after the
buyback. These fishermen have begun to erode the capacity reduc-
tions made by the buyback, replacing fishing capacity by as much
as two-thirds of that purchased through the buyback.

In contrast, capacity removed from the Bering Sea program has
not returned, in part because the buyback legislation prevented the
entry of additional fishing vessels.

The second lesson focuses on the economic forces that unless ad-
dressed, drive fishermen who remain after a buyback to increase
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1 Commercial Fisheries: Information on Federally Funded Buyback Programs (GAO/RCED–
00–8R, Oct. 20, 1999) and Commercial Fisheries: Entry of Fishermen Limits Benefits of
Buyback Programs (GAO/RCED–00–120, June 14, 2000). A fishery is one or more stock (defined
as one species or several species in a geographical area) of fish managed as a group.

their fishing capacity and this is commonly referred to as the race
to fish.

Buyback programs by themselves do not address the root cause
of overfishing. In most fisheries fishermen have an incentive to in-
crease their fishing capacity to catch fish before someone else does.
This race to fish leads fishermen to invest in more fishing capacity,
such as adding fishing gear, increasing their time at sea and num-
ber of crew, and replacing older vessels with bigger and more pro-
ductive ones in order to catch as many fish as quickly as possible.
Left unchecked, this race to fish will lead to overall higher costs
and lower profits, economic hardship for fishermen and harm to
fish populations and habitat.

The Bering Sea pollock buyback addressed this issue by facili-
tating the creation of a fishing cooperative by the owners of the re-
maining trawlers. This cooperative allocated a specific amount of
fish to each cooperative member, thereby allowing members to
catch their individual fish allocations at their own pace at lower
capital and operating costs and with increased product quality.
These changes resulted in higher profits and longer fishing seasons
for the remaining factory trawlers.

The third lesson is that evaluating the results of a buyback
should be built into the design of any future programs. Measuring
and evaluating results can identify important lessons that can im-
prove the effectiveness of future buybacks. Despite these benefits,
the Federal Government has done little to evaluate whether recent
buyback programs achieve their intended benefits.

In June 2000 we reported that the National Marine Fisheries
Service had made limited efforts to evaluate whether buyback pro-
grams had achieved their intended benefits. NMFS was mandated
by the Interjurisdictional Fisheries Act to evaluate the effects of
the New England buyback program; however, aside from this man-
dated effort, NMFS has not evaluated the effectiveness of any other
buyback program.

Prudent management suggests that buyback programs be evalu-
ated to identify lessons learned that might help improve future pro-
grams. Planning for such evaluations, including developing meas-
ures to evaluate program results, should be an important part of
the design of future programs.

Mr. Chairman, this concludes my statement and I would be
happy to answer any questions that you or other members may
have.

[The prepared statement of Mr. Hill follows:]

Statement of Barry T. Hill, Director, Natural Resources and Environment,
U.S. General Accounting Office

Mr. Chairman and Members of the Subcommittee:
We are pleased to be here today to discuss our October 1999 and June 2000 re-

ports on the costs and effectiveness of recent buyback programs for specific U.S.
commercial fisheries. 1 As the Subcommittee is well aware, fish populations in many
commercial fisheries are declining, resulting in a growing imbalance between the
number of vessels in fishing fleets and the number of fish available to catch. Feder-
ally funded fishery buyback programs are one tool available for managers to bring
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2 A factory trawler catches fish by dragging a large net through the water and then processes
the fish onboard.

the number of vessels and the number of fish back into balance. In response to this
growing imbalance, the Federal Government has provided $140 million since 1995
to purchase fishing permits, fishing vessels, and related gear from fishermen, there-
by reducing the capacity of fishermen to harvest fish. Generally, the government de-
signed these buybacks to achieve multiple goals, such as reducing the capacity to
harvest fish, providing economic assistance to fishermen, and improving the con-
servation of fish. Our two reports focused on the principal buyback programs that
have taken place in U.S. commercial fishing waters since 1976.

In summary, Mr. Chairman, we found that buyback programs need to be carefully
designed if they are to be effective in helping to ensure sustainable fisheries. For
example, as we reported, recent U.S. experience shows the following:

• If buyback programs are not accompanied by other measures that reduce incen-
tives to reenter a fishery, capacity reductions resulting from buybacks will
erode. Unless a buyback program prevents it, fishermen can use previously inac-
tive vessels or permits and reenter the buyback fishery.

• Buyback programs, by themselves, do not address a root cause of overfishing,
which is called the ‘‘race to fish.’’ In most fisheries, fishermen have an incentive
to increase their fishing capacity to catch fish before someone else does or use
their existing capacity more intensely.

• Plans for evaluating the results of buybacks should also be considered when
these programs are being designed. Measuring and evaluating results can iden-
tify important lessons that can improve the effectiveness of future buybacks.
The Federal Government has done little to evaluate whether recent buyback
programs have achieved their intended benefits.

Background
The management of commercial fishing waters in the United States is divided

among coastal states and the Federal Government. Coastal states issue permits and
develop and enforce regulations for fishing in waters that are near their shores. In
areas outside state jurisdiction, the National Marine Fisheries Service (NMFS),
within the Department of Commerce, is responsible for issuing permits and devel-
oping and enforcing regulations for harvesting fish. NMFS works with eight Feder-
ally established regional councils consisting generally of Federal, state, and private-
sector representatives to develop plans and propose measures that attempt to bal-
ance the economic benefits of fishing with the need to protect the environment.

Commercial fishing is a major industry in this country. In 1998, commercial fish-
ing vessels in U.S. marine waters landed 9.2 billion pounds of commercial fish in
domestic ports, with an estimated value of $3.1 billion. However, also in 1998, the
Federal Government reported that of the 300 species of fish for which it had data,
100 were either overfished or approaching an overfished condition.
U.S. Buyback Programs’ Experiences

As of our October 1999 report, the 10 buybacks implemented since 1976 were ex-
pected to cost a total of about $160 million, when completed, from Federal, state,
and private sources. About $140 million (87 percent) of these costs are for buybacks
implemented since 1995, an indication of the increasing use of buybacks. The re-
maining $20 million were incurred during the 1970s and 1980s for programs to as-
sist fishermen in the Northwest salmon industry.

The features, costs, and objectives of the buybacks vary.
• The most costly buyback, involving Bering Sea pollock, began in 1998 under the

authority of the American Fisheries Act of that year. The act required NMFS
to purchase 9 of 30 factory trawlers 2 working in the fishery and their associated
fishing permits. The total cost of the buyback was $90.2 million, with $15.2 mil-
lion from Federally appropriated funds and the remaining $75 million from a
Federal loan to Alaskan pollock fishermen to buy large fishing vessels. The loan
is repayable over 30 years based on a fee tied to the amount of pollock caught
by those left in the fishery.

• The next most expensive buyback, involving New England groundfish, took place
in two phases between June 1995 and May 1998 under the authority of the
Emergency Supplemental Appropriations Act of 1994 and the Interjurisdictional
Fisheries Act. NMFS spent $24.4 million to remove 79 fishing vessels, the fish-
ing permits that allowed these vessels to catch groundfish, and all other Federal
fishing permits associated with these vessels. NMFS also required that the ves-
sels it purchased be scrapped, sunk, or transferred to activities other than fish-
ing.
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• The longest running buyback effort began in 1976 and involves five separate
programs since 1976 for reducing the number of salmon fishing vessels and fish-
ing permits in the Northwest. Three of the programs, costing a total of $20.5
million, mostly in Federal funds, were in effect between 1976 and 1986 under
the Interjurisdictional Fisheries Act. The remaining two programs, costing a
total of $14 million, were implemented from 1995 through 1998 under this act
and the Magnuson–Stevens Fishery Conservation and Management Act. All five
of the programs were administered by the state of Washington, which pur-
chased state fishing permits. One of the programs also purchased vessels, while
another also paid some vessel owners not to commercially fish for salmon for
10 years.

• Other buybacks have involved efforts to reduce the number of Texas state
shrimp fishing permits in the Gulf of Mexico and to eliminate commercial crab
fishing in some parts of the Glacier Bay National Park and Preserve in Alaska.
These buybacks cost a total of about $10.4 million, mostly in Federal funds.

Lessons Learned From Recent Buybacks
We believe recent U.S. experience demonstrates three important lessons that

should be factored into the design of any future buyback program. The first lesson
is that, unless a buyback is designed to restrict reentry of fishermen, gains from
a buyback will erode. Our June 2000 report examined the capacity gains from
buybacks in three diverse fisheries New England groundfish, Bering Sea pollock,
and Washington State salmon. These buybacks initially removed from 10 to 24 per-
cent of each fishery’s respective capacity. However, the prospects for maintaining
these gains is different for each of these fisheries, largely because of each buyback’s
design. For example, while the New England buyback initially eliminated vessels
from the fishery, additional vessels subsequently became active because the buyback
did not take steps to prevent fishermen from using previously inactive vessels and
permits. We found that the $24.4 million New England buyback removed 79 vessels;
however, because of the number of unused fishing permits in the fishery, 62 pre-
viously inactive vessels began catching groundfish after the buyback. These fisher-
men have begun to erode the capacity reductions made by the buyback, replacing
fishing capacity by as much as two-thirds of that purchased through the buyback.
In contrast, capacity removed through the Bering Sea program has not returned, in
part, because the buyback legislation prevented the entry of additional fishing ves-
sels. With respect to the recent Washington State programs, while no steps were
taken to prevent additional fishing vessels from entering the fishery after the
buyback, significant declines in salmon stocks have made this impractical and fish-
ing capacity has declined. In some cases, however, this capacity has shifted to fish-
eries in other states.

The second lesson focuses on the economic forces that, unless addressed, drive
fishermen who remain after a buyback to increase their fishing capacity, called the
‘‘race to fish.’’ This race leads fishermen to invest in more fishing capacity, such as
adding fishing gear, increasing their time at sea and number of crew, and replacing
older vessels with bigger and more productive ones in order to catch as many fish
as quickly as possible in an attempt to maximize their individual incomes. Econo-
mists conclude that left unchecked, this race to fish will lead to overall higher costs
and lower profits, economic hardship for fishermen, and harm to fish populations
and habitat.

The Bering Sea pollock buyback addressed the race to fish that had previously
existed among factory trawlers by facilitating the creation of a fishing cooperative
by the owners of the remaining trawlers. This cooperative was designed to eliminate
the race to fish by assigning a specific amount of fish, or an allocation, to the cooper-
ative, which divides the allocation among its members. Because of this allocation,
members of the cooperative have no incentive to expand fishing capacity to catch
the available fish before someone else does, as they have in another fishery. Mem-
bers are able to catch their individual fish allocations at their own pace, at lower
capital and operating costs, while increasing product quality. These changes re-
sulted in higher profits and longer fishing seasons for the remaining factory trawl-
ers.

The third lesson is that evaluating the results of a planned buyback should be
built into the design of any future programs. In June 2000, we reported that NMFS
has made limited efforts to evaluate whether buyback programs have achieved their
intended benefits. As required by the Interjurisdictional Fisheries Act, NMFS evalu-
ated the effects of the New England buyback program on fishing capacity. Aside
from this congressionally mandated effort, however, NMFS has not evaluated how
any other buyback programs have affected fishing capacity. Prudent management
suggests that buyback programs be evaluated to identify lessons learned that might
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help improve future programs. Planning for such evaluations, including developing
measures to evaluate program results, should be an important part of the design
of future programs.
Actions Recommended in Our Previous Report

Mr. Chairman, buyback programs can and should be designed to be more effec-
tive. In our June 2000 report, we recommended that the Secretary of Commerce di-
rect NMFS to

• design future buyback programs to (1) restrict buyback participants from enter-
ing a fishery that has fishing capacity problems ; (2) restrict the use of pre-
viously unused fishing vessels and permits in a buyback fishery with such prob-
lems; and (3) identify mechanisms to minimize the incentives to increase fishing
capacity in a buyback fishery;

• develop performance measures for buybacks that relate to program goals and
broader legislative goals, such as the need to better manage fishing capacity
and sustain fish stocks; and

• evaluate the results of future buyback programs against the performance meas-
ures.

The Department of Commerce generally agrees with our recommendations that it
should design future buyback programs to take into account these entry and evalua-
tion issues. Since our report, the Department has continued initiatives to assess ca-
pacity levels in Federally-managed fisheries. For example, the Department issued
a preliminary report in March 2001 that provides qualitative assessments of capac-
ity in domestic fisheries. In addition, buyback proposals being developed by industry
and/or NMFS are considering various approaches to address issues raised in our re-
port. This week NMFS started a series of public meetings on its proposal for a $10
million permit buyback for the Northeast groundfish fishery, which includes a provi-
sion intended to discourage reactivation of previously inactive permits.

This concludes our statement. We will be happy to respond to any questions from
you or other Members of the Subcommittee.

Mr. GILCHREST. Thank you very much, Mr. Hill.
I guess I will start with you, Mr. Hill, first. The buyback—you

mentioned two different buyback programs. I guess the first one
was with the New England Council and the second one was in the
North Pacific Council. The Bering Sea buyback apparently worked
because of certain restrictions and the development of a co-op and
the buyback program in New England did not work because people
got back into a different fishery.

Mr. HILL. That is correct.
Mr. GILCHREST. Can the Bering Sea buyback program be, in your

judgment, replicated in different areas around the country in dif-
ferent fisheries?

Mr. HILL. I do not think there is a cookbook approach to any of
these buybacks. I think you have to look at the characteristics of
the fishery and the situation you are dealing with and you have to
tailor-make these buyback programs based on what your particular
goals are and what you are trying to achieve at that fishery.

There are certain elements of the Bering Sea buyback, though,
that I think are inherent and should definitely be considered and
encouraged in most buyback programs and one of those is certainly
to ensure that the capacity you are removing is not going to return
to the fishery. I mean that is the whole purpose of this. You are
trying to take the capacity out of the fishery. If you allow the fish-
ermen to either buy other vessels or use latent capacity—that is
unused permits that are existing in the fishery—to come back in
and fish, you are basically eroding whatever benefits you have
achieved through the buyback.

Mr. GILCHREST. Mr. Dunnigan, I have not read your report yet
but the early statement you made was that, and I do not know if
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I wrote this down correctly, the basic underpinnings of the task
force were not clearly understood for an assessment of the invest-
ment in the buyback program. Is that a fair paraphrase of what
you said?

Mr. DUNNIGAN. The point I was trying to make, Mr. Chairman,
was that the statute was not very specific in terms of what Con-
gress was looking for out of this report. It just said that the task
force should look into the role that the government has played in
influencing investment, capital investment in the fisheries. That
could be a very broad charge or it could be a very narrow charge.

The task force decided that we would be better off taking the
broader approach. What that meant was the report covers a lot of
things. So rather than answer a lot of questions, I think what you
find in the report more is a blueprint for how to go about analyzing
and looking at these issues as they come back before the Congress.

It is an interesting question, for example, on subsidies. What is
it that constitutes a subsidy? Is it just when the government gives
somebody a check for a boat loan or is it something broader than
that? And the task force took a very broad approach, that anything
that affects profits of an individual firm could be viewed as a sub-
sidy.

So you will find there are a lot of things in here that most of us
would not have considered subsidies—the Wallop-Breaux program,
for example, but we felt it was important to take the broad ap-
proach.

Mr. GILCHREST. In your broad approach did you come close to
seeing the situation that Mr. Hill just described in the buyback
program between the North Pacific and the New England fisheries?

Mr. DUNNIGAN. When the task force was meeting the North
Pacific buyback was not all put together.

Mr. GILCHREST. I see.
Mr. DUNNIGAN. So we really did not have an opportunity to con-

sider that. We spent a lot of time looking at the buyback programs
in the Northeast, as well as those for salmon in Washington and
Oregon.

I think the major conclusion that the task force members came
to is similar to what Mr. Hill and Dr. Hogarth have both said and
that is that it is important when you get into these programs to
have a very clear idea of what it is you are trying to do.

The Service told us, for example, that in the Northeast program
when they first went at it they were not there to remove fishermen;
they decided they wanted to try to remove vessels. Well, that has
all kinds of implications for how you do your program and for what
you expected to get out of it. And I think that that is one of the
things that they learned, that it is very important to go in up front
with a very clear idea of what it is you are trying to do.

Mr. GILCHREST. Dr. Hogarth, do you think it is a good idea for
us in the reauthorization vehicle to, within certain flexible param-
eters, give clear specific guidelines or build into the statute some
way to create a buyback program and using the example that Mr.
Hill used between the Bering Sea and New England, to frame that
discussion about capacity, about boats, about quotas for fishing,
and include in that, I guess, the root cause of the overcapacity?
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Would you suggest that we put into the reauthorization some lan-
guage dealing with investment and buybacks?

Dr. HOGARTH. That is somewhat of a tough question. I personally
think that there have to be some guidelines. I am concerned that
it is so complicated that you want to look at each fishery. For ex-
ample, the co-op worked great in the Bering Sea. The co-op may
work great in some of the crab fisheries but in some of the other
fisheries where you have a large number of vessels, different sizes
and types of vessels for the same species, it is going to be more dif-
ficult to do a co-op.

I think what we need to be doing and what I have talked to sev-
eral groups about is to develop a business plan for their fishery and
then to actually look at the different options you have to address
capacity and do it on a fishery by fishery or gear by gear type
thing.

But I think we have heard, to be honest with you, since I have
been in the job, a lot of questions and comments from the Hill staff-
ers about trying to work out some type of buyout program that was
more concentrated rather than just these fragments, so to speak,
that we keep doing. I think we need a united program that has
some guidelines but not so specific that we could not adjust from
fishery to fishery.

Mr. GILCHREST. We would certainly like your suggestion on those
guidelines as we pursue that line of thinking.

And then the last question is I guess none of this would be very
effective unless we have sufficient data to understand the nature
of that fishery in all its ecosystem parameters? So we would like
and certainly need your suggestion on how we can increase the
data for each management council so that they use the guidelines
with a sense of confidence.

Dr. HOGARTH. Mr. Chairman, to that point, since the last hearing
I was at, we have set up a group in the agency that will be going
outside to get some academics, environmentalists and stakeholder
input. We set up the group to look at ecosystem management and
the central fish habitat, and to get a better idea of the type of data
needed, the type of sampling we will have to do, the type of infor-
mation, the type of modeling that will be necessary, and just get
a better idea of how you do the Federal program and the type of
data you need. So this is getting started immediately now and
hopefully we will have some better information along that line.

Mr. GILCHREST. Is there any way you can give us a suggestion
as to the amount of money that would be needed to carry that pro-
gram out effectively?

Dr. HOGARTH. That is what I am trying to do because I think it
is more expensive than a lot of people think it is. To really get into
the ecosystem you have to look at the climate; at environmental
changes; at the habitat. There are a lot of things you have to do
that I am not sure people have thought about—the big picture of
ecosystem management, but I think this is the approach that we
will be going to in the future. We have to make sure that we are
ready and have the right information.

We have to get a lot more economic data but we are in the proc-
ess of trying to hire six economists to spread out across the regions
to work with industry.
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Mr. GILCHREST. Thank you very much, Dr. Hogarth.
Congressman Underwood.
Mr. UNDERWOOD. Thank you, Mr. Chairman. I ask unanimous

consent to enter my statement to the record.
Mr. GILCHREST. Without objection.
[The prepared statement of Mr. Underwood follows:]

Statement of The Honorable Robert A. Underwood, a Delegate to Congress
from Guam

Thank you, Mr. Chairman, and good morning. I want to thank you for holding
a hearing on the very serious matter of overcapacity in our nation’s fisheries. The
issues of overcapacity, overfishing, and subsidies are intimately related to the reau-
thorization of the Magnuson–Stevens Act, and what we learn today will be an im-
portant part of that effort.

When the Magnuson–Stevens Act initially became law twenty five years ago last
month, it gave to America’s fishermen the exclusive right to harvest America’s
resources within our waters. The foreign fishermen, who were harvesting as much
as 70% of our fish, were phased out and eventually banned in order to fully develop
US fishing capabilities.

In many cases, however, our efforts to Americanize US fisheries may have been
too successful as more and more Americans exercised their right to enter into open-
access fisheries and took up where the foreign fishermen left off. Harvest rates actu-
ally went up after the Magnuson–Stevens Act became law, putting further strain
on fish stocks.

Many feel the government encouraged this, with no thought to the sustainability
of the resource, through tax incentives and financing programs for fishermen. At the
same time, our management programs did not stop over-fishing when it began to
occur. Now we are realizing the problems these programs and our lack of attention
to over-fishing has created. Many of our stocks are seriously depressed and there
is too much fishing capacity trying to catch the few fish that are left.

The U.S. is not alone in facing this crisis, it is world-wide. Other nations and
international organizations, such as the FAO, are actively addressing this problem
and are working to solve it. The U.S. has a responsibility to do the same.

Still, we must be careful when we talk about too much capacity to catch fish. This
does not always translate directly into too many boats. 200 small boats in Guam
for example, do not have the same harvesting capacity as 200 boats in the North
Pacific, and may actually be able to harvest our fishery resources sustainably. When
looking at this problem, it is essential that we differentiate among fisheries and how
fishermen operate and their levels of industrialization to target reductions based on
capacity, not just numbers of vessels.

The time for a change in how we take care of our resources has come. The Magnu-
son–Stevens Act originally sought to do this, but has not been successful. New ini-
tiatives must be taken to reduce capacity in our fisheries and continue our efforts
to prevent over-fishing. By meeting these challenges now, there is a chance to turn
the tide on stock depletions and to ensure that the resources so many rely upon con-
tinue to be there in the future.

Mr. UNDERWOOD. Thank you. And thank you for your testi-
monies. I must admit that there are a lot of things going on here
in terms of trying to understand the whole industry; it is both fas-
cinating and a little confusing to me.

I just want to deal with first of all, a question on the buyback
program. Perhaps Mr. Hill, did you think that the problems that
were associated with the buyback program are primarily the result
of lax administration or is there some defects in the legislation, or
did you deal with that issue at all?

Mr. HILL. Well, we did not directly deal with it. We determined
what they were trying to achieve with the buyback programs, we
analyzed how the programs were implemented and we looked at
the results that were achieved. So we did not directly address the
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question you are addressing to me but I will make some comments
about this.

Here again each of these fisheries is unique. They have different
characteristics. These programs were well-intentioned. On the sur-
face it seems like a prudent thing to do but it is kind of like
squeezing a balloon. You think you are going to have an intended
purpose and then the other end kind of increases as you are
squeezing the one end.

That is what happened here. Particularly I think the best exam-
ple of that is in the New England buyback where the intention was
to remove vessels, to remove permits from the fishery. The buyback
pulled 79 vessels and permits out of the fishery. One would think
that that would reduce the capacity. The unforeseen here and the
thing that was not planned for was the fact that there was all this
latent capacity out there, all these unused permits and vessels.
There were not sufficient restrictions placed on the fishermen who
participated in the buyback and many of those participants basi-
cally took that money, upgraded their vessel or bought another ves-
sel and started using an unused permit and, in essence, eroded all
the gains and the benefits that were intended by that buyback. So
I think there is a real lesson to be learned there.

Mr. UNDERWOOD. Dr. Hogarth, in this process was it not becom-
ing clear that these latent permits were going to be used to work
to do exactly what Mr. Hill has outlined and why did not the coun-
cils do anything about it?

Dr. HOGARTH. Regarding control dates and setting limited entry,
some of the councils felt like, in talking to them, that they should
give the fishermen the opportunity to keep the permits but I do not
quite understand that, either. Other councils, such as the South At-
lantic, now say that if you want to get back into the fishery you
have to buy two permits. You can buy two permits but that takes
one permit out of the fishery.

They use different means but latent permits are a real problem
and I think we have to go back to address it. One of the reasons
that we went to limited entry in some of the fisheries was the fact
that the council let everyone keep their permit. I think people
thought that there would be a windfall by selling their permit, so
they did not want to get rid of them. They looked at them as an
investment. Now if we go back and try to take those permits, or
if we say that you have to fish in the next five years you have to
have a certain amount of harvest or you will lose your permit, we
put more pressure on the fisheries. We have ourselves in sort of a
box that I think we are going to have to work with the council to
figure a way out. But we do need to get rid of latent permits.

Mr. UNDERWOOD. Is that a council problem or is that a legisla-
tive authority problem?

Dr. HOGARTH. All the councils have the authority; I think they
need to do it. It is a council problem.

Mr. UNDERWOOD. It is primarily a council issue?
Dr. HOGARTH. That is correct. They all have the authority; they

need to do it.
Mr. UNDERWOOD. Then I would suggest that they get moving on

this problem.
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I am trying to understand the Capital Construction Fund. The
Capital Construction Fund, and this is Mr. Dunnigan, the Capital
Construction Fund is designed to—what is the relationship be-
tween the Capital Construction Fund and the buyback program?
They seem to be working at cross-purposes, or am I not seeing
something correctly?

Mr. DUNNIGAN. The Capital Construction Fund has been around
for decades and has been available to fishermen to take their prof-
its and invest them and not pay taxes on those profits as long as
they are used for an approved future project, just to build a new
vessel.

I suppose you could say that there is some inconsistency between
the government on the one hand trying to remove capacity and, on
the other hand, trying to make it easier for fishermen to build ca-
pacity.

The problem is right now we are not trying to remove capacity
in every fishery necessarily and the CCF is broadly available to
fishermen regardless of what fishery they happen to be in.

So the CCF was a program that caused the greatest difficulty for
the members of the task force to try to figure out what needed to
be done. Clearly something has to be done. We do not really even
know today how much money is in CCF accounts across the coun-
try. The National Marine Fisheries Service can tell us what the net
deposits over net withdrawals is and it is about $250 million in our
report. But with what has been happening to investments in this
country over the last 15 years, we do not really know how much
those investments have grown and there may be tremendous
amounts of money that are legally only able to be used to build
new boats. So the task force members came up with a number of
recommendations for allowing alternative uses of those funds.

Mr. UNDERWOOD. Would this CCF program be seen as a subsidy?
Mr. DUNNIGAN. Well, under the task force’s definition it is clear-

ly. It is something that affects the profits of the individual firms
in the industry, so we treated it as a subsidy, given the broad ap-
proach that the task force took in looking at its charge.

I suspect that almost under any definition, this program could be
viewed as a subsidy in that it creates a special class of tax benefits
that are given to particular members in the industry.

Mr. UNDERWOOD. Is the participation in the program guided by
accurate data? Is it guided by individual fishery?

Mr. DUNNIGAN. The program is available to all commercial fish-
ermen throughout the country to invest part of their profits. The
data that would be available that govern the program really do not
operate across a national level. It is just that the tax code provision
is there if fishermen choose to want to use it.

One thing that the National Marine Fisheries Service has not
had the opportunity to do is to track this program with sufficient
detail so that they could understand what all of its implications
are. It is one of those programs that is important to them but they
do not have sufficient resources. They are working on other things,
like the Fisheries Finance Program and they are competing for
resources within the agency and they just do not have enough time
to do it.

Mr. UNDERWOOD. Thank you.
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Mr. GILCHREST. We will have a second round, Mr. Underwood.
Just a quick comment to the people standing in the back of the

room. There are more chairs over here by the windows if anybody
wants to sit down. You can pull some more chairs from the mem-
bers’ desks if you want to sit down because we may be here for a
couple more hours, or you can stand. That is your choice. But if you
want to walk over there and sit down, that is fine. Pull out a cou-
ple of extra chairs. We will wait till you pass through. There are
a couple of chairs right here if you need to pull them over there.

Are you okay in the back of the room there? You must be a
fisherman.

Mr. Saxton.
Mr. SAXTON. Thank you, Mr. Chairman.
Mr. Hogarth, thank you for bringing me the packet of informa-

tion this morning about the buyback-buyout bill that I have intro-
duced.

Let me start with two questions of special interest to me. As you
know, I have been active for the last couple of years in trying to
implement some conservation efforts for highly migratory species
and I compliment you and your predecessor on your interest in con-
servation of highly migratory species, as well. And in particular, I
would like to make note of the highly migratory closure provisions
that you implemented through regulation along the southeastern
coast of the country and in a couple of locations in the Gulf of Mex-
ico. I think that is a step in the right direction.

However, some of my colleagues from the southern part of the
country now find themselves with some disadvantaged fishermen
because of the regulations and unfortunately, we were unable dur-
ing the last session of Congress to implement a compensation prob-
lem—it was a problem, believe me—a problem for them and for
others in the Atlantic because of our inability to come to closure
on some of the issues.

In most fisheries the Secretary apparently has the authority to
implement a buyout program and then request funding from the
Congress for the financing part of that program but in the case of
highly migratory species, apparently the Secretary does not have
the ability to move forward. Is that correct, with the buyout
program?

Dr. HOGARTH. That is my understanding, yes.
Mr. SAXTON. And I have language in Magnuson here in front of

me. In Section 312, paragraph B, Fishing Capacity Reduction pro-
gram, the specific language seems to eliminate the authority. It
says, ‘‘The Secretary, at the request of the appropriate council for
fisheries under the authority of such council, or the governor of the
state for fisheries under state authority, may conduct a Fishing Ca-
pacity Reduction program in a fishery if the Secretary determines,’’
and so on.

Now this language creates apparently a problem for you because
it says that the Secretary must do it at the request of the appro-
priate council or the governor. Is that correct?

Dr. HOGARTH. That is my understanding.
Mr. SAXTON. And therefore since no council or no governor has

direct authority to make that request in HMS, therefore the Sec-
retary cannot implement a buyout program. Is that correct?
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Dr. HOGARTH. Yes. The East Coast highly migratory is managed
by the Secretary and not by a council.

Mr. SAXTON. And since this language says that this must come
at the request of a council or a governor, the Secretary cannot
move forward with a program; is that correct?

Dr. HOGARTH. Unless a governor, I guess, would come forward.
Then we could possibly do it.

[A letter from Dr. Hogarth clarifying his response to the pre-
ceding questions follows:]
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Mr. SAXTON. Would you think it would be a good idea for us to
look at amendatory language in this reauthorization that we are
going to do this year to eliminate that problem so that you can
move forward with an HMS buyout if you determine it appropriate
to do so?

Dr. HOGARTH. Highly migratory species, in spite of a lot of things
we do in the U.S. to regulate them, we are at the mercy of a lot
of foreign countries that do not have the same conservation ethics
we do and I think a buyout program for the highly migratory spe-
cies would be—

Mr. SAXTON. Now I am not a good legal wordsmith but just let
me suggest if we said something like this, that the Secretary, at
the request of the appropriate council for fisheries under the au-
thority of such council, or the governor of the state for fisheries
under state authority, or at the discretion of the Secretary in the
case of highly migratory species, that would solve your problem,
would it not?

Dr. HOGARTH. It sounds like to me it would. I have an attorney
sitting behind me.

She says it would be nice to have it clarified, that we could pos-
sibly try to go forward without it but it is nice to have it clarified
and that would do it, yes, sir.

Mr. SAXTON. Okay. Now let me ask you specifically about the
southern closure and the situation there. In commenting on the bill
which I have introduced to provide for a pelagic long-line buyout,
you comment that the proposed legislation assumes that the South
Atlantic buyout in particular is in place and that compensation
would be made pursuant to that regulated closure and that we can-
not make that assumption because there has been a lawsuit insti-
tuted which has the potential of negating that closure.

Dr. HOGARTH. That is correct.
Mr. SAXTON. My question then is do we need legislation to make

that closure a legislated closure rather than a regulated closure?
Dr. HOGARTH. I think that second-guesses the courts, which I

probably should not do, but it depends. The only reason we would
point out now is that we do not know which way these court cases
will go and I think there are three of them that affect this area.
If we lose that then it would affect your bill because there would
be no closure.

I think it is necessary, in the long line fleet, if you try to save
small swordfish, that is what we have done with these closures.
There is also potentially a problem with bycatch of billfish and all,
which is another problem.

If you close one area and push them to another and just use the
same number of vessels, we are not accomplishing a lot. We do
need, in my opinion, a buyout program in the long line fishery to
accomplish the goals of both bycatch and the capacity for those
fisheries, yes.

Mr. SAXTON. So you are saying that a buyout program would be
more effective—a closure would be more effective in conjunction
with a buyout.

Dr. HOGARTH. Yes, sir.
Mr. SAXTON. Rather than a closure that stands alone, like the

one in the South Atlantic.
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Dr. HOGARTH. Yes, sir. I thought Congress was extremely close
to a very good bill in the last session. We had a couple of minor
problems that we noted but I thought that you all got close to a
very good bill.

Mr. SAXTON. Actually, I thought that the House version and
NMFS, the cooperation that I saw between the agency and mem-
bers of the House was exemplary and I think we came to closure
on every issue. There were some differences of opinion in the other
body but I thought we were very close and hopefully we can get
there again.

I have taken the opportunity to read through the comments that
you have made here to me in writing just as of today and I again
do not, and I may be overlooking something but I do not see any-
thing here that is going to sidetrack us. You have some problems
with some language; you have some problems with some periods of
time under which things happen; you have some problems with the
definition of initial limited access permits and you would like to re-
place that term with something else and all that is fine. I think we
can work through this.

I also would just like to say to Mr. Hill I agree with you, sir, in
terms of capacity of individual fishermen to catch fish that are re-
maining. We certainly have to put some kind of limit on their abil-
ity to expand their capacity to catch fish or the buyout program is
just spending money and we all run in a big circle.

I appreciate your comments on the legislation that I have intro-
duced and I also appreciate your clarifying what you need to move
forward with a buyout regulatorally and I think we will try to ac-
commodate those changes in the language.

Dr. HOGARTH. If you need our people, we can work with you and
I think it is something that is just wordsmithing, so to speak.

Mr. SAXTON. Thank you very much.
Thank you, Mr. Chairman.
Mr. GILCHREST. Thank you, Mr. Saxton.
I think we will run through one more round if members have any

other questions.
Dr. Hogarth, can you tell us the status of the FAO plan of action

for managing fishing capacity?
Dr. HOGARTH. I am not sure that I know the exact status. I know

we are continuing to work through the program. It is somewhat of
a slow process but we have had several meetings. As far as the im-
plementation, I do not know but I can get back to you on the sched-
ule.

Mr. GILCHREST. Any indication that it may be successful from
the earlier meeting?

Dr. HOGARTH. I have been told that we think it will be successful
and it should be completed by the end of 2002.

Mr. GILCHREST. 2002?
Dr. HOGARTH. Yes, sir.
Mr. GILCHREST. Thank you. One other question. I understand

that NMFS is currently working on a $10 million buyout for New
England. Can you tell us a little bit more about that effort?

Dr. HOGARTH. That was $10 million that was put in by Congress
and a Federal Register notice announcing that the money is there
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has gone out for public comments on how the program should oper-
ate.

Mr. GILCHREST. Is that $10 million buyout program as it is for-
mulated going to be different from the previous buyout program in
New England?

Dr. HOGARTH. We hope so. Yes, sir, we hope we learn from the
GAO report and others, that it will be better.

By the way, we have bought back—I was looking at the data last
night—we bought back almost 1,800 permits since 1994. Of course,
as Mr. Hill said, we bought I think about 79 vessels, 79 plus ves-
sels, but quite a few of those are back in the fishery because they
were able to use latent permits or switch fisheries.

Most of our fisheries now, including the shrimp fishery in the
Gulf, will have permit systems and control dates so I think we are
getting to the point where it will be much more difficult to switch
fisheries on account of control dates and limited entry programs.

Mr. GILCHREST. So the buyout program in New England is in the
status of public comment now? You have not actually developed a
plan to—

Dr. HOGARTH. Before we develop the plan, for which we have the
money, we announce to the public that we have this and we try to
see who is interested, and what type of interest there is in the pro-
gram. Then we will, based on that, put together a plan to go for-
ward.

Mr. GILCHREST. Now is this a buyout for groundfish fishery? The
buyout is specifically oriented to that issue?

Dr. HOGARTH. Yes. Latent capacity in the groundfish fishery.
Mr. GILCHREST. Are you involved at all in this, Mr. Dunnigan?
Mr. DUNNIGAN. No. A number of our state directors are as mem-

bers of the New England Fishery Management Council but the
commission is not involved in it.

Mr. GILCHREST. Are there any other buyout programs? New Eng-
land, you mentioned the Gulf of Mexico. Anything else in the
works?

Dr. HOGARTH. Alaska crab fishery.
Mr. GILCHREST. We have a vote on and I do not think we will

get through the second round before we have to leave.
Do you have any other questions, Mr. Underwood?
Mr. Saxton, any other questions?
Mr. SAXTON. I will pass.
Mr. GILCHREST. We can always come back. If you do not have

any other questions, I have one other question but I yield first to
Mr. Underwood.

Mr. UNDERWOOD. Just a question on subsidies. In addition to the
financing programs, such as the CCF, there are other direct or in-
direct government subsidies. Of interest to those of us in the
Pacific is the fact that worldwide subsidies are estimated to—obvi-
ously are much higher in other countries than they are for our own
fishing. How can U.S. fishermen compete against foreign fishing
fleets that continue to be heavily subsidized?

Dr. HOGARTH. It is very difficult. In looking at the data, it is
probably $12 to $14 billion that is spent worldwide on subsidies.
We have followed Japan and other nations to work with the Pacific
nations to get fishing rights for our tuna fleet.
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China is the number one fishery. We do not know how much they
spend; evidently quite a bit. We know that the EU and Spain in
particular now are building large, large vessels. I mean extremely
large—1,250 metric ton type things.

It does put our fishermen sort of at a disadvantage. There is no
doubt about it. But if they are going to fish internationally, versus
Americanizing the U.S. fisheries within the 200 mile zone, I think
it is two different questions whether we fish from an international
standpoint versus where we are under the Magnuson-Stevens Act.

Yes, it is a lot of money being spent. Japan paves roads, builds
airports and tells the countries that they want their fishing rights
while we have to go in and try to negotiate through the fishermen
themselves.

Mr. UNDERWOOD. Other than just acknowledging it, have we
given some thought as to how we could deal with this in a way that
balancing the playing field?

Dr. HOGARTH. We tried to deal with it through the new multilat-
eral conference that is being developed for the Pacific Islands. That
is one thing we are trying to work on in that negotiation. But over-
all, we work with the State Department, but I do not think, to be
honest with you, we have a real program on this issue.

Mr. UNDERWOOD. If you could address that?
Mr. DUNNIGAN. Just a little bit more on that. I think the whole

question of fishing subsidies is an important issue internationally
and it is being dealt with by the World Trade Organization. Dr.
Milazzo, who is in the back here from the National Marine Fish-
eries Service, knows a lot about that.

All of the programs that the task force looked into are programs
that have been looked at in the concept of what can be done and
what kinds of subsidies should come off the table and what kinds
should countries be allowed to have.

One of the things our task force said was we do not start from
the a priori assumption that all subsidies are bad, that there might
be legitimate policy reasons for the Congress to do certain things.
What is important is to understand why you are doing it and the
effects that it is having.

Mr. UNDERWOOD. Okay, thank you.
Mr. GILCHREST. Thank you, Mr. Underwood.
Just a quick follow-up, Mr. Dunnigan. Can you briefly describe

to us the subsidies toward fishermen versus subsidies toward proc-
essors? Is that a consideration in any of this?

Mr. DUNNIGAN. The task force, taking a broad view, we looked
at all government programs. For example, if there is an Economic
Development Administration program that helps to build a fishing
pier or a dock where processors could use to catch fish, we looked
at that as also being a subsidy. The hardest problem we found
though was that there are not sufficient data that are collected by
the various agencies that are doing these things in order to under-
stand where these impacts are.

Most of the programs that you will look at, the Capital Construc-
tion Fund program, the loan programs, are aimed more at the fish-
ermen side than at the processor side.

Mr. GILCHREST. We can talk about that later, given the time re-
straints we have right now.
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How are the horseshoe crabs doing?
Mr. DUNNIGAN. I was afraid you were going to ask about the

striped bass eating the blue crabs.
We are continuing to work on our horseshoe crab assessment,

Mr. Chairman, and hope to have some much better information
about the status of that resource by the end of the year.

Mr. GILCHREST. Thank you very much.
Gentlemen, thank you very much. We apologize for the vote

schedule. Thank you for coming.
The hearing is recessed for about 15 minutes.
[Recess.]
Mr. GILCHREST. The Committee will come to order.
Before we start there are plenty of seats now so if anybody wants

to take them.
Panel 2 will be Mr. Scott Burns, director, Marine Conservation

Program, World Wildlife Fund; Mr. Gordon Blue, president, Crab
Rationalization and Buyback Group. Welcome. Mr. Zeke Grader,
executive director, Pacific Coast Federation of Fishermen’s Associa-
tions; welcome, sir. Mr. Jim Kirkley, Chairman, Coastal and Ocean
Policy Department, Virginia Institute of Marine Sciences; welcome.
And Mr. Mike Nussman, vice president, American Sportfishing As-
sociation.

Welcome, gentlemen. We look forward to your testimony.
Scott, you may begin.

STATEMENT OF SCOTT BURNS, DIRECTOR, MARINE
CONSERVATION PROGRAM, WORLD WILDLIFE FUND

Mr. BURNS. Good morning, Mr. Chairman. Once again I want to
thank you on behalf of World Wildlife Fund for inviting us to share
our views on the problem of fishing fleet overcapacity and the ways
in which it might be addressed as part of the next reauthorization
of the Magnuson-Stevens Act.

As we say in our written testimony and as other witnesses today
have already stated, overcapacity is not only a threat to the biologi-
cal sustainability of our fisheries; it undermines the economic well-
being of fishermen across America and the fabric of coastal commu-
nities.

Last week I had the opportunity to speak the at National Fish-
eries Institute’s biannual meeting and while I was there I noted
that overcapacity is arguably the single biggest challenge facing
both conservationists and the seafood industry today. Where over-
capacity exists, fishermen work harder and spend more to catch
fewer fish. And because it produces increased fishing effort, over-
capacity exacerbates any adverse ecosystem effects that may exist
in a fishery. Since dealing with excess capacity is consistent with
the best interests of both fishing communities and the environ-
ment, we are glad that this Subcommittee has chosen to focus on
it today.

Let me share one personal story with you to illustrate the prob-
lem. As you may know, Mr. Chairman, in the mid-1970’s I worked
as a commercial fisherman in your district back in the days when
the blue crab fishery was in much better condition than it is now.
The aspect of the crab fishery that I want to focus on today is this.
For nearly a quarter century after I stopped crabbing fishermen in
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the bay caught more or less the same number of crabs, on average
but over the same period of time, the number of crab pots being
fished increased dramatically. In other words, crabbers were spend-
ing more money on crab pots, they were spending more time and
energy fishing them, and there was no increase in catch. And last
year this excess capacity caught up with us, as you know, and the
catch declined precipitously.

This same story is being played out all over America today. I
know Gordon Blue, who served with me on the Federal Investment
Task Force, is going to talk a bit about the problem in the context
of the crab fisheries in Alaska. I think the list goes on and on.

I think it is important that we carefully consider the options for
fixing this problem as we debate possible amendments to Magnu-
son-Stevens.

Now our written testimony suggests a number of possible steps
we might take but I would like to emphasize a couple of highlights.
First, we observe that while a variety of capacity reduction initia-
tives have been undertaken in recent years in fisheries all across
America, there are a lot of overcapitalized fisheries that remain
unaddressed and to correct this we suggest that developing a more
systematic approach to identifying and remedying excess capacity
ought to be a priority in the next reauthorization.

Specifically, we think that a good template for such a system can
be found in the United Nations Food and Agriculture Organiza-
tion’s plan of action for managing fishing capacity, the FAO plan
that you mentioned earlier, Mr. Chairman. The United States
played a lead role in crafting this plan of action. It calls upon na-
tions, including the United States, to identify fisheries with over-
capacity problems and to develop and implement strategies to im-
prove the situation.

Because the U.S. showed leadership in offering the plan of ac-
tion, we think it is incumbent upon us to demonstrate similar lead-
ership in implementing that and we think the most straightforward
way to do that would be to incorporate the key provisions from the
plan into Magnuson during your next reauthorization.

I agree, by the way, with Bill Hogarth that we really need to
solve the capacity puzzle on a fisheries by fisheries basis, but I
think the framework in the plan of action provides, as I said, a
template, a national template, for doing that.

Secondly, we make a number of suggestions aimed at assuring
that adequate financial resources are dedicated to downsizing ef-
forts.

I think our main point here is that we need to recognize that
public sector dollars alone are not going to do enough to get the job
done. We need to find ways to really stimulate industry, financial
participation and capacity reduction.

For a number of reasons, Congress’s effort to do just that as em-
bodied in Section 312 of the act does not seem to be working very
well so we suggest a reexamination of that issue and of 312 to de-
termine what incentives and other measures are needed to really
generate private sector support for downsizing.

We also strongly support the recent recommendations of GAO on
buybacks. We need to make sure that we get our money’s worth
from the few buyback dollars that we have.
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And lastly, we recommend that the Congress look at ways that
we can reformulate existing U.S. subsidy programs to support ca-
pacity reduction.

I served on the task force that Jack Dunnigan chaired. He has
already covered that and I will not go into it except to say that spe-
cifically we do recommend changes in the Capital Construction
Fund that allow monies to be used in industry-financed buybacks
and in other downsizing initiatives. CCF was put in place origi-
nally, in part, to make our fleets more competitive. Ironically, argu-
ably the best way to do that in a lot of fisheries today is to make
them smaller.

Last but not least, since we are an international organization, we
point out that overcapacity is a global problem and that excess ca-
pacity in foreign fleets directly harms U.S. interests. This is most
obvious in fisheries, in international fisheries that we participate
in, like the tuna fisheries in the Western Pacific and the Eastern
Pacific.

We also note that the global overcapacity problem, as a number
of other witnesses have mentioned, is caused, in part, by the ex-
traordinarily large subsidies that exist in many nations for the
fishing sector. These subsidies are not just environmentally harm-
ful. As we have already noted, they put U.S. seafood producers who
receive comparatively low subsidies at a competitive disadvantage.

That is why the call for U.S. leadership in reducing the level of
international fishing subsidies has come from industry groups like
NFI, as well as organizations like WWF. And this is also why, I
think, bipartisan support has existed for the effort to curb these
subsidies at the World Trade Organization, which was mentioned
earlier. We think that the upcoming WTO ministerial in Qatar
really offers an important opportunity for a renewed U.S. push on
the subsidies issue. We think, as I said before, that it would benefit
both our industry and conservation.

Once again, Mr. Chairman, thanks for the opportunity to testify
today. I look forward to answering your questions.

[The prepared statement of Mr. Burns follows:]

Statement of William Scott Burns, Director of Endangered Seas Campaign,
on Behalf of World Wildlife Fund

Mr. Chairman and Members of the Subcommittee:
On behalf of World Wildlife Fund’s 1.2 million members, thank you for the oppor-

tunity to testify concerning current problems with excess fishing capacity in U.S.
fisheries, and the options for addressing this issue during the upcoming reauthoriza-
tion of the Magnuson–Stevens Fishery Conservation and Management Act. Known
worldwide by our panda logo, WWF is dedicated to protecting the world’s wildlife
and the rich biological diversity that we all need to survive. The leading privately
supported international conservation organization in the world, WWF has sponsored
more than 2,000 projects in 116 countries since 1961.

Americans increasingly understand that the environmental and economic well
being of our coastal areas depends on the sustainable management of our fisheries
resources. When it passed the Sustainable Fisheries Act in 1996, Congress recog-
nized the threat posed by overfishing and enacted important new measures to pre-
vent fisheries depletion. Since then, over forty new rebuilding plans have been put
in place, and progress has been made in restoring several depleted fish populations.
While much work remains, the environmental trajectory in many U.S. fisheries is
more promising than it was prior to the 1996 Magnuson amendments.

Perhaps the single biggest impediment to progress in restoring America’s fisheries
is the overcapacity of fishing fleets. Overcapacity undermines the economic well
being of fishermen and coastal communities. It forces fishermen to fish harder and
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spend more to catch fewer fish and make less. It generates an economic desperation
in fishing communities that further complicates the already difficult politics of fish-
eries management. Finally, overcapacity exacerbates the negative effects of fishing
on ocean ecosystems - by forcing fishermen to fish harder, it contributes to increased
bycatch and damage to habitat.

For these reasons, WWF believes that addressing overcapacity should be a leading
priority for Congress as it considers possible amendments to the Magnuson–Stevens
Act. As we note below, the prescription for progress in this area should include more
systematic and aggressive efforts by NMFS and the regional councils to craft capac-
ity reduction initiatives on a fishery-by-fishery basis. In addition, we need to rethink
current expenditures and subsidy programs that may be stimulating excess capac-
ity, and reshape them into effective tools for fleet downsizing. Finally, it is impor-
tant to recognize that America’s interests are threatened by the uncontrolled growth
of foreign fleets as well, and that U.S. leadership in international efforts to combat
global overcapacity is essential.

REDUCING EXCESS CAPACITY IN U.S. FISHERIES

In the past decade, a growing number of American fisheries have begun to grap-
ple with the problem of excess fishing capacity. Some of our most economically im-
portant fisheries are confronted with the problem of too many boats chasing too few
fish. Fleet overcapacity is one of the factors that drove the depletion of New Eng-
land’s groundfish stocks. It is a major issue in the rockfish fisheries of the west
coast, the red snapper fishery in the Gulf of Mexico, and the crab fisheries of Alas-
ka.

Generally speaking, we have not given this problem the attention that it deserves.
Our efforts to address overcapacity have been piecemeal, and most capacity reduc-
tion initiatives have underperformed as a consequence of flawed planning and poor
execution. The federal government has spent $140 million since 1995 to fund
buyback programs - without addressing even the tip of the iceberg of our nation’s
overcapacity problem. And according to a recent report by the General Accounting
Office, the long-term effectiveness of most federal buyback initiatives has been
largely undermined by the subsequent entry of new vessels and fishing effort.

WWF believes that developing a more systematic and serious program to address
excess capacity in U.S. fleets should be a priority of this Subcommittee as it con-
siders revisions to the Magnuson–Stevens Act. Ultimately, capacity reduction efforts
need to be developed on a fishery-by-fishery basis, and should be premised on a
clear vision of what we want our fisheries to look like in the future, and how we
want to distribute their benefits across society. Because each fishery is different, the
specific objectives of capacity reduction plans and the choice of tools to achieve these
objectives should be crafted by the regional councils based upon input from stake-
holders. However, Congress must provide an effective framework for these regional
endeavors that assures progress and accountability. It must also assure that we
make better use of federal funds aimed at capacity reduction than we have in the
past - and that we create new incentives for greater industry financial participation
in fleet downsizing.
A National Framework for Managing Fishing Capacity

Two years ago, the United States played a leadership role in the development of
an International Plan of Action for the Management of Fishing Capacity (the Plan
of Action) at the United Nations Food and Agriculture Organization. The Plan of
Action notes that excessive fishing capacity contributes substantially to overfishing,
the degradation of marine fisheries resources, the decline of food production poten-
tial, and significant economic waste. To remedy the current situation, it calls upon
fishing nations to take several coordinated and cooperative steps including: (i) the
assessment of fleet capacities in all major fisheries by the end of 2000; (ii) the estab-
lishment of an international record of all vessels fishing on the high seas; (iii) the
identification by the end of 2001 of ‘‘fisheries requiring urgent measures’’; and (iv)
the adoption of preliminary measures for the management of fishing capacity by the
end of 2002. Full implementation of national plans to manage capacity should be
completed by 2005 at the latest.

Because timely steps to address excess capacity will benefit both fishermen and
the environment, we urge Congress to adopt the timetable in the Plan of Action as
a starting point for developing a national capacity management strategy. Specifi-
cally, WWF asks:

• That this Subcommittee incorporate key elements of the Plan of Action into a
new, systematic program for assessing and managing fishing capacity during
the upcoming reauthorization of the Magnuson- Stevens Act; and
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• That the Congress communicate with NMFS concerning the importance of time-
ly and effective implementation of the steps called for in the Plan of Action

Paying for Capacity Reduction
As we mention above, to date federal buyback programs have invested approxi-

mately $140 million to reduce capacity in a mere handful of fisheries - with limited
success. We need to learn from the mistakes of previous buyback programs, and
make sure that future efforts make better use of limited federal funds. We also need
to recognize that, absent a dramatic increase in federal expenditures, government
buybacks alone will never provide the financial means for needed fleet downsizing
programs. Accordingly, as part of the next Magnuson–Stevens reauthorization this
Subcommittee should explore a range of measures aimed at stimulating increased
private sector financial support for capacity reduction. Specifically, WWF suggests
that:

• This Subcommittee urge NMFS to design future buyback programs in a manner
consistent with the recommendations contained in the General Accounting Of-
fice’s recent report, ‘‘Commercial Fisheries - Entry of Fishermen Limits Effec-
tiveness of Buyback Programs’’, which WWF strongly endorses;

• As part of the upcoming reauthorization, Congress reevaluate the legislative au-
thority for capacity reduction programs contained in Section 312 (b)–(e) of the
Magnuson Stevens Act, to determine whether new incentives or other measures
are needed to secure greater industry financial participation in downsizing ef-
forts; and

• Congress review the recommendations of the Federal Investment Task Force (on
which WWF served) to identify ways in which current U.S. subsidy programs
can be reconfigured to provide support for capacity reduction - and eliminate in-
centives for counterproductive fleet expansion. In particular, WWF urges the
Congress to consider allowing monies in Capital Construction Fund accounts to
be utilized in industry financed buybacks and other capacity reduction initia-
tives.

THE INTERNATIONAL DIMENSION OF EXCESS FISHING CAPACITY

Excess fishing capacity is a problem not only in U.S. waters, but also in many
of the world’s leading international fisheries. With global fishing capacity estimated
at up to twice as large as it should be-and with 70% of the world’s major commercial
fisheries already overfished, fully exploited, depleted or slowly recovering-the prob-
lem of ‘‘too many boats chasing too few fish’’ has become a truly global one.

In many cases, fleet overcapacity is a problem in international or multinational
fisheries in which the U.S. has a direct interest. Historically, the difficult disputes
between Canada and the United States (as well as between Canada and several
other nations) over collapsing cod stocks on the continental shelf had their roots in
badly bloated fleets. More contemporaneously, overcapitalization is one of the under-
lying causes of the depletion of valuable swordfish stocks in the Atlantic. In the
Eastern Pacific, the purse seine yellow fin tuna fishery is facing rising capacity
pressures, which threaten the effectiveness of regional management by the Inter-
American Tropical Tunas Commission. In the Western Pacific, the specter of future
overcapacity in the world’s most valuable tuna fishery has prompted new U.S. in-
dustry calls for limits on fishing effort. And the list could go on.

The U.S. also has an interest in reducing fleet overcapacity in fisheries where the
U.S. does not currently have a direct stake. It has become all too common for fishing
vessels to move from stock to stock, from species to species, and even from ocean
to ocean, exhausting one fishery and then simply moving on to the next-a phe-
nomenon known as ‘‘serial depletion.’’ In other words, today’s excess capacity in a
fishery not targeted by U.S. fishermen can quickly become tomorrow’s excess fishing
capacity in fisheries where U.S. boats are active. Some governments (such as the
European Union) have made the export of excess fishing capacity an explicit ele-
ment of their own capacity management policies. Unfortunately, these exports are
not always carried out with sufficient attention to the impacts on overall fleet capac-
ity and fisheries management.

In short, the United States needs to be active and forward-looking in seeking ef-
fective capacity limits not only in our own national fisheries, but as part of our in
participation in the management of regional and international fisheries around the
world.

Fortunately, the United States has already begun to play an active role in pre-
liminary efforts to address the international dimensions of excess fishing capacity.
For example the U.S. has been a leading voice in efforts to develop new inter-
national rules to reduce and reform government subsidies that drive overcapacity.
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Over the past several years, it has come to be widely recognized that subsidies to
the fishing industry can be a significant factor in the overcapitalization of fleets.
Current estimates put global fishing subsidies at well over ten billion dollars per
year, and perhaps as high as twenty billion. According to one World Bank study,
government supports to the fishing industry may account for up to 25% of the value
of worldwide fish catches each year. The World Bank, the Asia Development Bank,
the OECD, the FAO, and even the WTO itself have recognized that many fishing
subsidies may be linked to the depletion of the world’s fisheries. Two years ago, as
governments around the world contemplated the launch of a new round of global
trade talks under the auspices of the WTO, the United States was a leading voice
among more than two dozen countries calling for the WTO to negotiate new dis-
ciplines on fishing subsidies. WWF was proud to be at the forefront of environ-
mental groups supporting this initiative. We note that support for this initiative
also came from significant fishing industry sources, including the National Fisheries
Institute, which joined with WWF on several occasions to issue calls for action on
the international fishing subsidies issue. This is not surprising, since high levels of
fishing sector subsidies in foreign nations put our seafood industry (which receives
comparatively low subsidies) at a competitive disadvantage.

The failure of the WTO meeting in Seattle almost eighteen months ago inter-
rupted the progress towards new WTO rules on fishing subsidies. Had the meeting
in Seattle not collapsed, it looked very likely that negotiations towards such rules
would have been formally included in the new round of trade talks. This would have
been a very significant development, both for efforts to reduce harmful fishing sub-
sidies and for those who wish to see the WTO pursue ‘‘win-win’’ scenarios for trade
and the environment. As countries gear up now for the next WTO ministerial meet-
ing scheduled for late November of this year in Qatar-the time is ripe for the U.
S. to reenergize its leadership on this issue. Despite the near-success in Seattle, it
will take dedication and political will to keep fishing subsidies on the WTO agenda,
and to secure a commitment to negotiations towards new WTO rules.

With regard to international efforts to reduce and reform subsidies that drive
overfishing, WWF urges this Subcommittee to undertake the following specific ac-
tions:

• Communicate with USTR, the Department of Commerce, and the White House
to emphasize the importance of visible U.S. leadership on fishing subsidies at
the WTO;

• Include attention to fishing subsidies in congressional activities including hear-
ings—related to preparations for the WTO meeting in Qatar;

• Urge USTR to seek improved implementation of existing WTO subsidies rules
that require countries to report details of their fishing subsidy programs to the
WTO;

• Urge USTR and the Department of Commerce to give priority to reducing and
reforming harmful fishing subsidies in the context of the Asia–Pacific. Economic
Cooperation (APEC) forum; and

• Urge USTR, the Department of Commerce, and the Department of State to raise
fishing subsidies in our bilateral relations with governments such as the Euro-
pean Union and Japan. (With regard to the EU, emphasis should be given to
the need to reform EU ‘‘structural funds’’ and other subsidies applicable to fish-
eries during the ‘‘mid-term review’’ of structural funds scheduled for 2002; with
regard to Japan, emphasis should be given to the need for improved trans-
parency and reporting about fishing subsidy programs).

As we note above, another area in which the U.S. has played a positive and active
international role is with regard to an FAO Plan of Action to manage fishing capac-
ity. In addition to adopting the Plan of Action’s framework as a template for domes-
tic capacity management in the United States, we urge this Subcommittee to sup-
port continued dedication of U.S. resources to its implementation elsewhere. Consid-
eration should be given to increasing foreign assistance to developing countries to
support their participation in the Plan. Diplomatic resources should be dedicated to
putting pressure on major fishing nations to keep to the Plan of Action’s implemen-
tation schedule. WWF also urges you to support efforts to strengthen international
cooperation for the management of fishing capacity, particularly in areas in which
the Plan of Action is weak (such as in the control of international transfer of fishing
capacity).

WWF applauds the fact that U.S. has been a leader in seeking international solu-
tions to the overcapacity problem in both the WTO and the FAO. This leadership
needs to be maintained and reenergized, with the support and participation of Con-
gress.
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CONCLUSION

Once again, WWF appreciates the opportunity to offer our views on the problem
of fishing fleet overcapacity in the United States, and to work with this Sub-
committee to make our fleets more economically and biologically sustainable. As we
note above, overcapacity is a major challenge for both fishermen and conservation-
ists. We look forward to working with other stakeholders to address this important
issue as we move forward with the upcoming reauthorization of the Magnuson- Ste-
vens Act.

Mr. GILCHREST. Thank you, Mr. Burns.
Mr. Blue.

STATEMENT OF GORDON BLUE, PRESIDENT,
CRAB RATIONALIZATION AND BUYBACK GROUP

Mr. BLUE. Thank you, Mr. Chairman. My name is Gordon Blue.
I am president of the CRAB Group. I am also a commercial crab
fisherman in the Bering Sea. I have been involved there since 1978
when I began as a crewman.

I would like to thank the Subcommittee for holding this hearing
and for allowing me to be here. I am delighted to be able to speak
to you and I hope to offer my experience in the Bering Sea crab
fisheries. I hope that it will be beneficial in a general sense.

I was invited to serve on the Federal Investment Task Force and
it was a marvelous opportunity for me to learn that our issues in
the Bering Sea were not isolated, even though geographically we
are in every sense. The issues we were facing and struggling to
deal with were ones that are global and certainly matters of na-
tional concern.

We are in serious trouble in the crab fisheries and this was not
so apparent at the time that I sat on the task force in 1998. Prior
to that, members of the CRAB Group had already started trying to
work out how to accomplish a Section 312 buyback that would have
sufficient appeal to the people in the crab industry that would have
to pay for it. We designed an industry-funded program under Sec-
tion 312 and were working at that time to get it through because
we were concerned about what the future of our fisheries might
bring. We were concerned that we already had significant excess of
harvesting capacity in the fisheries and that we would be creating
damages because of this that would lead to collapse of the stocks.
There was not a great deal of prescience involved in this realization
that this was coming because we had suffered a similar collapse of
red king crab stocks in the early ’80’s.

So the concerns, though, were not readily apparent from the in-
come of the fleet. In my testimony in the written part I give a chart
of the income stream in the crab fleet over a number of years.

So we had sort of a tough battle under 312. We met a number
of folks that said we were just trying to take advantage of this to
corral too much opportunity for too few people. I think we got past
that through what we were able to demonstrate on the record in
those days and our program had gotten a lot of support from the
industry. We did a survey of people in the industry and over two-
thirds of them were in favor of paying for a buyback themselves.

What we found was we simply could not do a good buyback over-
night; in order to meet the kinds of requirements that the GAO re-
port brought up later we had to stop the influx of effort so that we
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would not be overwhelmed by new effort after the buyback was ac-
complished. We went to work on that problem and I think we have
finally arrived at the stage where we have good controls on effort,
as well as new effort coming into the fisheries. We also have an ef-
fective license limitation program and have worked to reduce the
latent capacity in the fishery, which means we have worked to help
cut down on the number of existing permits that are not being
used.

In fact, the North Pacific Fishery Management Council (NPFMC)
has helped us immensely and we have cut back the number of li-
censes from approximately 400, to approximately 285. That is a sig-
nificant savings in cost to the program and it certainly is a signifi-
cant statement on the part of the NPFMC about the necessity for
going ahead with these programs.

We have also discovered that Section 312 could probably be im-
proved. We did not appreciate fully the impact that retiring vessels
from one fishery could have on other fisheries.

In the Bering Sea crab fisheries we have had a good income
stream for quite a while, and the boats are worth a couple of mil-
lion dollars each. To retire these vessels in a buyback plan that in-
volves licenses and then dumping them on the market would be
very damaging to other fisheries.

So in the appropriations act measure that was passed last year
to support the crab buyback, which is part of H.R. 4577, we have
added provisions that the vessels must permanently retire their
fishing licenses, their fishing documentation from the Coast Guard,
that participants in the buyback must also stand ready to take on
specific penalties for bringing the vessels into any of the world’s
fisheries, and that the vessels cannot be exported because it is so
much harder to keep track of what happens afterwards.

I see I am running overtime so I will just thank you for listening
to me this far and hope that I can answer some questions if you
have some later.

[The prepared statement of Mr. Blue follows:]

Statement of Gordon Blue, President, Crab Rationalization and Buyback
(CRAB) Group

Good morning Mr. Chairman, Congressman Young, and Members of the Sub-
committee, my name is Gordon Blue, I am the President of the Crab Rationalization
And Buyback, or CRAB, Group. The CRAB Group is an organization of more than
80 vessels which prosecute the crab fisheries of the Bering Sea and Aleutian Islands
area [BSAI], and is the largest organization of vessel owners in these fisheries. We
appreciate this opportunity to present our views on Fishing Capacity Reduction pro-
grams, and role of Federal investment in fisheries and the reauthorization of the
Magnuson–Stevens Fishery Conservation and Management Act. I will focus my tes-
timony on the Capacity Reduction Program for Bering Sea and Aleutian Islands
[BSAI] Crab Fisheries, authorized as a part of H.R. 4577, Department of Labor,
Health and Human Services, and Education, and Related Agencies Appropriation
Act, 2001, which passed on December 15, 2001. I would like to address issues of
reauthorization of the Magnuson–Stevens Fishery Conservation and Management
Act [MSFCMA] and the role of Federal investments in fisheries with respect to de-
velopment of the Capacity Reduction Program, and as they mirror larger aspects of
the fisheries.

The BSAI crab fisheries have been valuable contributors to the economies of West-
ern Alaska and the United States. Proceeds of these fisheries have built infrastruc-
ture providing basic health, communications and transportation for the residents of
the communities, as well as the processing plants and the vessels which deliver to
them. I also add, they have provided for my family for 23 years; I’ve participated
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in the BSAI crab fisheries variously as a crewman, captain, vessel manager, and
vessel owner throughout that time.

Now these fisheries are in serious trouble. This is particularly distressing, be-
cause the most significant human factor in the decline of these stocks is one that
we’ve recognized for a long time, worked hard to contain, and have been unable to
accomplish, up until now. This factor is the excessive fishing capacity that has been
brought to bear on the fisheries. In the crab fisheries especially, because of the posi-
tive ability to sort catch and return small and female crab to the sea relatively
unharmed, the sheer number of vessels involved in a given fishery becomes an im-
portant factor in the unintended impact of the fisheries on the stocks. This occurs
when the vessels of the fishery must cover areas of the grounds where small crab
and female crab predominate, simply in order to find room to fish. In these condi-
tions, the movement of gear by different vessels, searching the grounds for catch,
begins to produce cumulative small injuries to the crab that are discarded, over and
over, until the future of the fishery begins to be killed.

Since the re-authorization of the MSFCMA, in 1996, members of the CRAB Group
have worked to see the implementation of an industry-funded buyout of excess ca-
pacity under provisions of Section 312 of the Act. We have received a great deal of
encouragement and support from members of the industry, officials of NMFS,
NOAA, the Department of Commerce, the States of Alaska, Washington, and Or-
egon, the North Pacific Fishery Management Council [NPFMC], members of Con-
gress and staff persons, and we have seen our fisheries fall, one by one, as we’ve
struggled to push through the mountain of paper the program requires. The crab
buyback program enacted into law by H.R. 4577 provides for a capacity reduction
program that will eliminate a reasonable measure of excessive capacity from the
fisheries, and create enough room that we can work out the agreements to take us
the next necessary step.

In the crab fisheries, we define fishing capacity as the ability to catch crab. Every
incentive that brought me into the fisheries and has kept me there, has helped to
improve my ability to catch crab. I am sure that is true for each of the other vessel
owners and operators out there as well. Each of them has worked hard, struggled
with incredibly difficult conditions, and survived thus far, and deserves to continue
to survive. In the process, each vessel has accumulated a catch history that rep-
resents its ability to catch crab. Consequently, the CRAB Group has focused its ef-
forts to retire capacity through the purchase of active catch history as well as the
vessel to which that history is assigned. This purchase and sale is a voluntary
transaction on the part of both parties, and is designed to provide for the satisfac-
tion of both.

We have taken pains that the seller receives a fair price, by providing a reverse
bid structure that encourages a sharp pencil, but allows the seller to bid what he
wishes. We’ve provided for bids to be ranked, in order to assure that the seller offer-
ing the most benefit to buyers, in the form of catch history, receives the greatest
opportunity to benefit himself. We have taken pains to assure that the buyer re-
ceives fair measure for his purchase. These include measures to forestall the mecha-
nisms by which this value can become diluted. We have made real progress, by the
terms of H.R. 4577, in the reduction of latent licenses. There are prohibitions on
re-entry of sellers into the fisheries, and on the addition of new licenses to the fish-
eries after the sale. There is provision for the rebuilding of the fisheries. In the fish-
ery year just past, my vessels and most others in the crab fleet, each were able to
fish crab just 15–1/2 days, spread out over four months. New regulations designed
to rebuild the fisheries have further reduced the allowable catch of crab. These regu-
lations were designed to meet the stricter standards of the MSFCMA. We think that
rebuilding stocks is the way to go, and that healthier crab fisheries will result from
the long-term benefits of reduced exploitation rates. We believe that the sweeping
changes mandated by the Act have just begun to be implemented, and that they
should be let stand, so that benefits can begin to accrue.

We have examined the impacts of ‘‘input stuffing’’ in the fisheries, and have con-
cluded that in the case of these fisheries, the fleet is now operating in a mode that
is far below the capacity of each vessel. We acknowledge that the removal of real
live capacity from the grounds also requires that some crew jobs are eliminated, and
some vessels become more efficient. We declare that in the present circumstances
of great hazard and dubious reward, to do so provides a real benefit, and not alone
to the remaining crewmen, who may gain real fishing jobs as a consequence of a
longer season. Recently, we have come to acknowledge that the harm that has oc-
curred in our fisheries from an uncontrolled influx of new effort, cannot be allowed
to be passed to other fisheries, in the form of vessels displaced by our capacity re-
duction. H.R. 4577 provides stringent measures that prevent this from occurring,
anywhere in the world.
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H.R. 4577 additionally provides a directive to the NPFMC to analyze a number
of quota programs, and their impacts upon the harvesters, the processors, and the
communities that depend upon these fisheries, and to report back to Congress. We
believe that when this has been properly accomplished, that you will see how to
properly establish general guidelines that will protect the resource, the communities
and the larger public interests -as well as fishermen, vessel owners and processors,
and that you will give the job of developing and implementing a rationalization pro-
gram back to the experts, in our case, the NPFMC and NMFS.

Finally, H.R. 4577 includes a feature which we did not design in our program.
As a consequence of greater costs than anticipated, to provide for rebuilding and
lower exploitation rates in the rebuilt fisheries, to provide for the permanent revoca-
tion of all fishing rights, and as a consequence of our greatly reduced fisheries, the
fisheries will not presently support the payments necessary to this program.
H.R. 4577 includes a provision for an appropriation of $50 million - half of the cost
of this program. We ask you for your support.

What follows in written testimony is a discussion of the development and features
of the capacity reduction program, Thank you.
REGULATION OF THE FISHERIES

The Bering Sea and Aleutian Islands [BSAI] crab fisheries are prosecuted in the
waters of the Bering Sea and North Pacific Ocean, in the U.S. Exclusive Economic
Zone. These fisheries are managed jointly by the State of Alaska and the North
Pacific Fishery Management Council [NPFMC] and National Marine Fisheries Serv-
ice [NMFS], under a Federal Fishery Management Plan [FMP] approved by the Sec-
retary of Commerce in 1989. This agreement reserves the authority to limit access
to the fisheries, as well as to amend the FMP, to the NPFMC and NMFS. Fishery
management measures necessary to protect the stocks of crab from impacts of other
fisheries (such as trawl bycatch restrictions) are also undertaken by NPFMC/
NMFS. 1

Day-to-day regulation of the fisheries is performed by the Alaska Department of
Fish and Game [ADFG], under regulations adopted by the Alaska Board of Fish
[BOF]. The fisheries are managed as a number of different stocks, occurring in dif-
ferent areas, and at different times, starting between September 15 and
January 15. These fisheries consist of several species in two distinct types, mar-
keted as varieties of king crab and snow crab. Pots, or traps, are the only legal gear
for the directed harvest of crab; retention of bycatch in any other fishery is prohib-
ited. Regulations are in place to limit fishery input effort, protect stocks from inci-
dental take, protect spawning and molting, protect habitat, eliminate the potential
for ghost fishing of lost pots, require the discard of female or undersize male crab,
prevent over fishing, and manage the excess of capacity through reduced seasons,
rapid catch determination, satellite catch reporting, reduced time between an-
nouncement of closure and closure, and on-board fishery observers 2. In 1998, the
BOF concluded that the excess of capacity had overrun the ability of fishery man-
agers to regulate the fisheries sufficiently to protect the stocks in all instances, by
any of the means available to the State of Alaska, and asked the NPFMC to reduce
the number of participants allowed. 3

FISHERY MANAGEMENT STRATEGY
The harvest is governed by a Guideline Harvest Level [GHL] which is set accord-

ing to management plan standards, annually, after a stock assessment model is
evaluated, including data resulting from a summer trawl sample of the Bering Sea.
The trawl sampling (survey) data are compiled and tabulated by NMFS and stock
dynamics are modeled by ADFG, which then sets GHL, according to standards es-
tablished in the harvest strategy for each fishery. A pertinent biological index, as
for example, ‘‘effective spawning biomass’’ in the bairdi tanner crab fisheries, has
been established for each principle fishery. Population thresholds which govern al-
lowable exploitation rates as a function of current population estimates, provide a
matrix of occurrences, from closure of the fishery, through low levels of exploitation
for rebuilding (10% of mature males, in the Bristol Bay king crab fishery), and fi-
nally, to higher levels in robust stock conditions.

The management strategy which had been under development and review since
1991, 4 established a more precautionary approach to management of the fisheries.
A primary motivation for this work was that stocks of crab elsewhere in the State
of Alaska had sustained fisheries at high levels, then entered a decline. Many had
not recovered, even after significant periods of time. 5 Although the crab fisheries
of the BSAI were generally in good health, the Bristol Bay red king crab had suf-
fered a dramatic failure in 1982, and had not recovered to former levels. Develop-
ment of the new harvest strategy first established a new stock recruitment model
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a See appended tables: Harvest, BSAI Crab Fisheries, 1976 - 2000.
b See appended tables: Vessels delivering, BSAI FMP crab fisheries.

for the Bristol Bay red king crab, based upon the length of recruits rather than
strict stock aging, to account for the incremental growth pattern of crab, which is
accomplished at risk, through molting of the shell. The model recognized that fac-
tors of climate and weather impact recruitment rates with greater variability and
less predictability than had been appreciated in the older population model.

As a necessary consequence, there has been less allowable harvest of Bristol Bay
red king crab than would previously have been the case, since 1996 6. The overall
harvest strategy has since been adapted for differing biology and knowledge, to pro-
vide the elements governing rebuilding requirements of the Magnuson Stevens Fish-
ery Conservation and Management Act [MSFCMA] 7, particularly with respect to the
Bering Sea bairdi 8, St. Matthew Island blue king 9, and Bering Sea opilio 10 crab
fisheries.
CONDITION OF THE FISHERIES RESOURCES

The management strategy has withstood a test before the courts, and is now ac-
cepted by the fleet, even if with some reluctance. In the first year since all of the
rebuilding plans have been established, three BSAI FMP fisheries have been closed
for rebuilding (St. Matthew Island blue king crab, Pribilof Island red and blue king
crab) two have continued to be closed for rebuilding (Bering Sea bairdi crab and
Adak red king crab), and the Bristol Bay red king crab and Bering Sea opilio [snow]
crab fishery have been operated at reduced exploitation rates, as they were in the
1999/2000 fishing year.

The reduced exploitation rates applied to the crab fisheries, have resulted in lower
allowable rate of catch, but the reduction in rate of catch was triggered by declines
in population. The tonnage of product delivered from the fisheries in 2000, is twelve
percent (12%) of that delivered in 1990. a There have been stock fluctuations in the
intervening years, but the most significant decline was noted for the opilio crab
resource, after the fishery of 1999. In the language of the writers of the report of
the results of the 1999 summer survey: ‘‘Abundance has declined precipitously to
below threshold and is now defined as over fished. Exploitation rate has been re-
duced to 22%. Little recruitment is apparent, and the fishery may be closed next
year 11 This decline continued into the present year 12, and, although the annual
summer survey cruise that will produce data for the determination of the 2002 fish-
ery has yet to occur, the condition of stocks observed on the grounds during the di-
rected fishery was not encouraging.

The opilio population decline and its associated effects were of sufficient impact
to require a declaration of fishery disaster by the Governor of the State of Alaska
and the Secretary of Commerce, in the spring of 2000. One community, St. Paul Is-
land, derives most of its annual revenue from the snow crab fishery, and has been
particularly hard-hit. The conservation benefits which are designed to accrue to fu-
ture fisheries have also acted to increase the present problems of excess capacity
in the fisheries, and their broader impacts.
CHARACTERISTICS OF THE FLEET

Vessels involved in the fisheries must withstand wintertime conditions in the Ber-
ing Sea, and be capable of competitive fishing in cold and fierce seas. Catcher ves-
sels are typically 91 to 125 feet overall length (73% of the fleet 13), and cost $1 mil-
lion to $3 million. Vessels are generally owned by partnerships or limited liability
companies formed of a few investors, mostly individuals actively involved in the
fisheries in some capacity, and very often owners include the principal Captain of
the vessel. There is a fleet of approximately 235 vessels that are especially outfitted
for these fisheries and primarily dependent upon them. b

Crew sizes vary between fisheries, with a typical catcher operation carrying five
to seven persons on board. ‘‘Input stuffing’’ in the form of additional crewmen, was
a prevalent practice during the years of greatest opilio harvest, 1991–95. There are
disincentives to much larger crews, however - both as increased cost in liability cov-
erage, and, with ten or more, crewmen become employees, rather than co-venturers.
During the years 1991–1995, the maximum fishing capacity of the fleet and sup-
porting industries attained sustained harvest rates above 30 million pounds per
week. Fleet size peaked in the fishery in 1994, with 273 vessels participating for
some part of the fishery.

A 1997 survey of vessel owners 14 indicated that 81% qualified as small business
entities, under the provisions adopted by NMFS for the region. Consolidation, both
among vessel owners and processors, as well as an increased degree of vertical inte-
gration between harvester and processor owners, had been occurring already at that
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c See attached Table: Fleet gross revenues, BSAI FMP crab

time, and has been increasing since. Primary causes of this consolidation are eco-
nomic.

These economic pressures for consolidation of ownership interest are heightened
by excess of fishing capacity in the BSAI crab fisheries and manifest in a number
of factors. Processing companies have increased their shares of vessel ownership,
whether by design, or through failed notes to troubled owners. Vessel owners strug-
gling to maintain income in an era of falling revenues have added units of produc-
tion. Since 1995, when NPFMC asked NMFS to implement a limited entry program,
new vessel construction has diminished, and existing vessel acquisition has in-
creased. Some vessel owners have acquired ‘‘fishing rights’’ in anticipation of in-
creased value due to the License Limitation Program [LLP], implemented in 2000,
and revised in 2001. A feature of the LLP, as implemented, provides incentive for
consolidation. Although the total number of LLP licenses for crab is high, the fishing
rights represented by the license are actually a binomial nomenclature, with specific
fisheries ‘‘endorsements’’ attaching to each license. Fishing rights are not allowed
to be severed from the license, however licenses are allowed to be ‘‘stacked’’ within
limits, on a given vessel. This scheme makes it necessary for a vessel owner wishing
to pursue a fishery for which the vessel was not issued an endorsement, to acquire,
and ‘‘stack’’ the entire license of another vessel, in order to pursue that fishery. The
licenses available for stacking are drawn from the pool of vessels which have sunk,
or otherwise departed the area fisheries. These ‘‘latent licenses’’ might otherwise re-
enter the fisheries on new vessels. Excess capacity is helping to drive consolidation
of vessel ownership, but not reducing the fishing capacity of the fleet in these fish-
eries.
ECONOMIC IMPACTS ON THE FLEET

One of the results of overcapacity in fisheries is that revenues decline. Average
gross revenues per vessel in the opilio fishery are shown in the adjacent table. Note
that these revenues broadly follow the population trends, and are impacted by ca-
pacity, as represented by number of vessels. Also bear in mind that trends in other
crab fishery populations which have augmented vessel income in the past, have
similarly been in decline, in some cases, fisheries have been closed, for rebuilding. c

The peak per vessel revenue year in this fishery occurred in 1995. As stocks de-
clined, a number of newer vessels left the fishery, both for domestic fisheries else-
where, and foreign fisheries. In addition, the ex-vessel price was the highest re-
ceived. This trend abruptly turned in 1996, when the resource continued to show
low levels of recruitment, although ‘‘prerecruit (stocks one year away from fishing
size) levels showed that a ‘‘recruitment spike’’ (a single year class) was likely to be
entering the fishery the following year. Vessel revenues buoyed in 1997 as this pop-
ulation component entered the fishery.

Once again, ex-vessel price supported revenues for one year after the stocks began
to diminish, even though a number of vessels re-entered the fishery in 1999. Both
harvest and revenue fell dramatically in 2000. The differences represented by the
declines of harvest in 1995 and 1999 are greater than the impact of the new ‘‘re-
building strategy.’’ Population structures, described above, in ‘‘Condition of the Fish-
eries Resources,’’ indicate that the time required to rebuild stocks is likely to be
greater than previously.
COMPETITIVE PRESSURES

Pressures of increasing competition in the fisheries have several impacts. The ves-
sels in the fisheries resort to ‘‘capital stuffing,’’ which reduces return to investment.
In the BSAI crab fisheries, many older vessels were replaced, between 1986 and
1994. Much of this activity involved Capital Construction Fund [CCF] activity, and
an appreciable amount of that was from Fishing CCF qualified withdrawals. An
even greater benefit, however, was received by vessel owners who brought vessels
converted from oilfield support activity into the fisheries through conversion. This
benefit derived from a coincident decline in oilfield activity, and the retirement of
many of the support vessels that had been built under terms of MARAD adminis-
tered CCF agreements, which were then available at very favorable cost, for conver-
sion to crab fishing platforms.

It is in the nature of unforeseen events, that efforts of government, in this case,
the NPFMC, which was working to establish programs to deal with excessive capac-
ity, can become undermined by other programs of government. Rather than abolish
programs, such as the CCF, that continue to produce needed benefits, it is suggested
that programs be designed with the ability to monitor their impacts, and to provide
inputs to affect program performance according to both the original program intent,
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and to allow moderate corrections should specific instances of program success begin
to produce undesirable results. In the instance of the BSAI crab fisheries, the imple-
mentation of the capacity reduction program, and an incentive to deposit capital
proceeds of a buyback sale of fishing rights, for instance, to a retirement account,
would provide for the documentation of capital removed from the fisheries. Simi-
larly, the fishing vessel CCF, through administrative or regulatory changes, could
provide for a one-time constructive withdrawal of funds from vessel CCF accounts,
to a retirement account. This would provide for a ‘‘deconstructive’’ use of the CCF,
and a supervised exit of capital from fisheries that are manifestly suffering, at
present, from an excess of capacity. In the absence of such deconstructive incentive,
we have seen CCF holders bring new vessels into these struggling fisheries, as
qualified constructive withdrawals, rather than be compelled by fund administrators
to take a penalty-producing non-constructive withdrawal of funds.

Many of the existing vessels in the fleet increased capacity between 1995 and
1999 by ‘‘sponsoning’’ to greater width. Some lengthened as well. These measures
were felt as imperatives by individual operators, due to the necessity to fish in
tougher weather conditions, at greater distance from markets, and further offshore.
The shift, from new vessel acquisition to existing vessel conversion, was in response
to changes in access to the fisheries, discussed below. In the aggregate, of course,
the individual imperatives to compete drove the problems of capacity further ahead
than ‘‘fleet number’’ alone would indicate.

As vessels became larger and more effective, gear restrictions were imposed. Pot
limits were instituted in the 1992. Due to a court challenge, the first pot limit was
redesigned, producing a ‘‘tier’’ which allowed more pots according to vessel size. This
created an incentive for vessels to lengthen into the upper tier. These capacity en-
hancements combined with the attempt at effort limitation to change fishing behav-
iors. Gear soak times dropped as vessels sought to stay busy, under the reduced
soak times. Pots began to be ‘‘shuffled’’ more routinely across the grounds, rather
than targeted on an optimum spot and reset. This was a consequence of the shorter
soak times, the larger, more efficient vessels, and the declining stocks. One impact
of this, is that handling mortalities of regulatory discards has risen. Rather than
former searching behaviors, which resulted in the ability to identify select fishing
spots for size and quality of catch, it became the norm for one vessel after another
to make a pass through the same ground, and the reiterative impacts of repeated
small handling injuries to crab created additional fishing induced mortalities in the
immature and reproductive reserve stocks, due to the increase in capacity.

The combined effects of fishery closures and diminished quotas are such, that the
fishing fleet in the BSAI FMP crab fisheries suffered a steep decline of gross reve-
nues, following upon a period of capital and other input stuffing that maximized
vessel productivity, at significant cost and reduction of net revenue. The fleet gross
revenues in 2000 were 35% of those available in 1990. Revenue thus far in 2001
has continued to fall: the opilio fishery produced only 62% of the gross revenues
available in 2000. If the ‘‘break-even’’ income for a vessel engaged in the opilio fish-
ery is taken to be $500,000 (a number that is too low, when other crab fisheries
are curtailed), then the vessel gross revenues in the table show clearly that for four
of the past six years, vessels have operated at loss in the fishery. The ‘‘ripple effect’’
of these combined losses in local economies has begun to take on the character of
steep seas sweeping through some communities, which have suffered reduced tax
revenues (a function of raw fish price), municipal and other layoff of workers, gen-
eral economic slowing, and increasing transportation difficulties as airline service
levels have dropped and freighter schedules become less frequent - in short, in-
creased isolation, fewer goods in local stores, lower quality of food as fresh food sup-
plies age and dwindle, loss of income and occupation. In addition to short-term sup-
port the communities require a long-term reduction of capacity in these fisheries as
much as does the fleet. This is required to promote economic stability, which will
augment, and enjoy, any benefits of future resource rebuilding.
THE RACE FOR FISH

The opening date and time for each fishery for which a GHL has been determined,
is set by statute. Vessels are required to be licensed, as are the vessel operator and
crewmen. Permits must be acquired for each fishery, and vessels must be registered
prior to entering a fishery. The registration process includes a ‘‘tank inspection’’,
typically performed within two days of the start of the fishery; the tank inspection
assures that no crab are on board; there is a pot tag, unique to each season and
fishery, required for each pot allowed, which must be displayed on the buoy of any
pot on board the vessel or actually used in the fishery. No pots are allowed to be
set before the opening time, and aircraft with sophisticated surveillance equipment,
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as well as vessels, of both the State of Alaska and the US Coast Guard, patrol the
grounds, looking for violations.

Fisheries are closed by the managers, when it is estimated that the GHL has been
attained. Managers may allow catch in excess of the GHL, or stop the fishery short
of GHL, depending upon the rates of catch and the manager’s reappraisal of stock
conditions. Fisheries which ran for months have, within the past decade, been re-
duced to days. 15 A fishery closure may be announced with as little as twelve hours
notice. In certain conditions, the closure announcement may be made for a specified
time period, before the start of fishing. In this mature stage of competition, there
is no margin for error. The first boat to the crab takes the most, and the rest of
the fleet is not far behind. ‘‘Hot spots’’ and accumulations of legal stocks are soon
caught up. Delays for any purpose, result in irrevocable loss of diminishing opportu-
nities to fish - this management regime is well described as ‘‘the Olympic system.

SAFETY
The conditions of weather and climate of the region during the winter have helped

to make these fisheries among the most dangerous of occupations, and those who
fish for crab are at the greatest risk for fishing-related fatalities. This is aggravated
by the management system, and risks have been made acute by the fishing power
of the fleet and the decline of stocks. 16 Beginning in 1999, and continuing through
2000 and 2001, U.S. Coast Guard [USCG] officers began boarding vessels during the
preseason tank inspection period, in order to make an assessment of the preparation
of the vessels. They found a ‘‘surprising’’ proportion of licensed captains - half of the
vessels boarded, even though there is no legal requirement for licensing. They found
safety equipment above that required, a very high degree of compliance with sta-
bility and lading characteristics of the vessels, and that a large percentage of vessels
had participated in voluntary U.S.C.G. dockside safety examinations. 17

Although the boardings have helped to keep the importance of safety in the minds
of captains and crews, they have also served to demonstrate that competence alone
will not serve to reduce these risks. Spurred to a more proactive approach, USCG
and ADFG arrived at an understanding of mutual authorities that allowed ADFG
to postpone the start of the October 2000 Bristol Bay king crab fishery while a fore-
cast storm system with winds of 60 knots and 45 foot seas passed through. 18 Once
a fishery is underway, however, there is no mechanism for such closure. Operating
far at sea, with fisheries openings that are only days in length, fleets are unable
to avoid weather that comes up during the openings. ‘‘Hurricane-force winds. Waves
crashing through pilothouses. All that, and the fleet didn’t even reach the quota,
thanks to more bad weather . . .’’ read the opening of one report of the 2001 opilio
season. 19 Overcapacity has lethal effects in the BSAI crab fisheries.
A MORATORIUM ON ACCESS

One of the ways in which fishery managers have attempted to control fishing ca-
pacity, is effort control through limiting access to the fishery resources. This has
taken a number of forms throughout the nation. One constant, which was noted dur-
ing the investigations of the Federal Fisheries Investment Task Force, is a nec-
essary result of open, public process. In each case for which a regional Fishery Man-
agement Council has proposed a future access control system, the number of partici-
pants in the affected fishery has risen, in anticipation of the closing window of op-
portunity, frequently to the dismay of the regulators. The particular path of access
limitation in the BSAI crab fisheries is described, with respect to impacts on capac-
ity in the fisheries. It will be seen that the Capacity Reduction program for BSAI
crab has become a crucial component of this program development.

In 1992, the NPFMC voted to establish a moratorium on new entrants to the
BSAI crab and groundfish fisheries. This moratorium, which would have allowed
more than 700 vessels into the BSAI crab fisheries, was not implemented by the
Secretary of Commerce, until 1995. During this interregnum, the NPFMC proposal
spent most of its time on the desk of the Regional Administrator, in Juneau. This
turned out to be an astute judgment, from an administrative viewpoint. The
NPFMC decision was announced to the public in the usual manner, and the behav-
ior of investors in the fisheries underwent a shift. Rather than undertake a project
with the additional burden of risk arising from indeterminate actions of govern-
ment, and in face of such a clear statement of intent by the NPFMC, investors
began to create agreements involving the sale of future fishing rights arising under
the proposed moratorium. Before long, a regular market in ‘‘moratorium rights’’ was
trading through boat and permit brokerages at $1,000/foot of vessel length, even
though there were no such rights in law. No method to determine whether this
trade had any impact on capacity in the fisheries has suggested itself, however it
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is clear that commercial agreements helped to establish the legitimacy of the regula-
tion.

At the outset, the NPFMC recognized there was little benefit to controlling capac-
ity, in establishing such a broad, inclusive class. Nevertheless, it was apparent that
the groundfish fisheries had become fully utilized by the domestic fleet within a
very few years (many had been vessels fleeing the collapse of the red king crab fish-
ery in 1981 - 82) and that additional capacity was building and entering the fish-
eries. As a part of the moratorium deliberations, the NPFMC adopted the goal of
an incremental approach to fishery rationalization, called the Comprehensive Ra-
tionalization Plan, which recognized that the spillover of vessels made surplus by
the rationalization of a fishery, could create disruptive increases in the levels of ca-
pacity in other, not rationalized, fisheries. For this and other reasons, the NPFMC
determined the most reasonable course for development of further rationalization
programs (halibut/sablefish was already in development), was to move rationaliza-
tion ahead in all the fisheries under its jurisdiction, simultaneously.
THE LICENSE LIMITATION PROGRAM

The second phase of the NPFMC Comprehensive Rationalization Plan was to es-
tablish a limited entry system for the fisheries of the region. The License Limitation
Program [LLP] for Bering Sea/Aleutian Island Crab and Groundfish was adopted by
the NPFMC in 1995. Not coincidentally, the moratorium on entry was implemented
by the NMFS, in the same year. Again, the parameters for inclusion were broad.
The LLP resulted in 542 potential licenses in the crab fisheries, when program im-
plementation by NMFS finally occurred, in 2000. This number includes 168 licenses
which were issued as ‘‘interim’’ or ‘‘non-transferrable.’’ Interim licenses were issued
under appeal from license-holders and are under administrative review by the Re-
stricted Access Management [RAM] division of the NMFS. Although a certain num-
ber of appeals may eventually result in denial of a license, this is a long-drawn pro-
cedure. Additionally, and recalling the binomial nomenclature of the LLP license
discussed under ‘‘Characteristics of the Fleet,’’ relatively few of the ‘‘umbrella’’ LLP
licenses are in dispute. Far more common, is the appeal of one or more endorse-
ments, by vessel owners seeking to continue participation in specific fisheries.

One of the observations to be made, with respect to this initial LLP program for
crab, is that the total number overestimates the vessel capacity that is of concern
to the BSAI Capacity Reduction program. Included are licenses which qualify 64
vessels to fish in the Norton Sound red king crab fishery, and no other BSAI crab
fishery. This fishery has been exempted from the Capacity Reduction program, be-
cause it consists of a small-boat near-shore ‘‘super-exclusive’’ registry (that is, ves-
sels engaging in the fishery can take part in no other king crab fishery) summer
season fishery of opportunity for local vessels of the Norton Sound area, which tend
to have a higher dependence on other fisheries in the area. Additionally, there are
two vessels which have been issued interim licenses, with NO endorsements. De-
ducting the vessels described above, the LLP qualified 476 vessels to fish in the
BSAI FMP crab fisheries. This represents a considerable burden in latent capacity,
given that the primary economic activity of the fisheries has the regular participa-
tion of a fleet of about 235 vessels.
A NATIONAL MORATORIUM ON ‘‘RATIONALIZATION’’

By 1996, many participants in the BSAI crab fisheries were convinced that it was
time to move forward to the next phase of rationalization with establishment of In-
dividual Transferable Quotas [ITQs]. An even greater number were opposed. This
opposition included new entrants to the fisheries, processing interests, who felt the
program would detract from their degree of control of the fishery resources, and the
State of Alaska, which was in the throes of a sharp reaction to the establishment
of the halibut/sablefish program. In this light, every defect of the program was mag-
nified, and some intended features (such as a very moderate consolidation of effort)
were re-characterized as defects. Alaska and National opposition resulted in a four
year moratorium on establishing new Individual Fishery Quota [IFQ] programs, na-
tionwide, as a provision of the MSFCMA. This stopped progress on the NPFMC de-
velopment of the third phase of its Comprehensive Rationalization Plan.
THE CRAB BUYBACK PLAN

Section 312 of the MSFCMA provided for industry-funded buybacks of effort, as
a potential method of reducing capacity in the nation’s fisheries. Crab fisheries were
feeling the impacts of excess capacity, on the resource, and on revenues. The CRAB
Group formed to explore the viability of this approach.

The process described in section 312 seemed to offer a streamlined process for the
accomplishment of an industry-funded program. Rather than the familiar lengthy
Council process, which then was passed to NMFS for approval and implementation,
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the Act described a process which allowed a fishery management council, or the
Governor of a state, to request such a program, and the Secretary of Commerce to
act upon that request, and design and implement the program.

Interest was high, and between December, 1996 and June, 1997: The group
formed as a non-profit corporation, with an active and diverse board; researched na-
tional and international buyback programs; complied a database of vessel registra-
tions from State of Alaska Commercial Fisheries Entry Commission records (there
was nothing yet available from NMFS) which identified vessels, vessel owners, and
historic participation in the fisheries, during the LLP qualification years and after-
ward, as well as current flags and activities for most vessels of record; conducted
public meetings together with NOAA Office of Sustainable Fisheries, in Seattle and
Kodiak; held additional public meetings in Seattle, Kodiak, and Anchorage; met
with legislators at both State and National levels, fishery regulators at NMFS and
in the states of Washington and Alaska; commissioned a survey of the vessel own-
ers, and an analysis of the legislative basis for an industry-funded buyback; and re-
ported to the NPFMC.

By September, 1997, an economic study for a model plan was completed by KPMG
Peat Marwick, a draft business plan was prepared, both were submitted to NPFMC.
NPFMC then sent a letter requesting that the Secretary of Commerce work with
the CRAB Group to develop and implement a Section 312 buyback plan for the
BSAI FMP crab fisheries. By December, CRAB Group studies, plans and a lengthy
memo concerning possibilities for a framework regulation for the program were car-
ried to NMFS headquarters to initiate the process. One element of concern identi-
fied by KPMG was the number of latent licenses that were potentially destined for
the fisheries.

Rapid program development was made possible by the fortunate occurrence of suf-
ficient and complete data. All landings of BSAI crab are recorded upon a fish ticket,
which is a legal instrument in the State of Alaska. Fish ticket information includes
species, weight, price, date, time, area caught, dates caught, vessel name and the
name of the permitted deliverer. Landing taxes are noted on the fish ticket, and de-
ducted from payment. Taxes are collected by the raw fish buyer on behalf of state
and local government. Observers are required to be present for all processing oper-
ations. No live (unprocessed) crab is allowed to be exported from the State of Alaska
on board vessels. If a vessel both harvests and processes crab on board, an observer
is required to remain aboard until all product is discharged. Vessel licenses, interim
use (delivery) permits and crew licenses all require annual renewal, and the records
compiled by the State of Alaska. in administration of licenses were essential for the
early identification of participants in the fisheries.
AMENDMENT 10

In December, 1997, the NPFMC Industry Advisory Panel began an effort to re-
duce the number of LLP licenses to be issued, by requiring current participation in
the fisheries. Economic analysis and necessary staff time were budgeted by the
NPFMC to move the process forward. Amendment 10 established a minimal landing
requirement, one landing of any species of crab, in any of the three years since final
action on the LLP. This provision resulted in the elimination of approximately 90
latent licenses, resulting in 286 projected licenses for the crab LLP. Final action by
the NPFMC took place in June, 1999.

In August of 1999, the results of the Bering Sea summer research cruise, and the
preliminary stock assessment for the 2000 fisheries described a fishery stock failure.
This occurred despite the attempts of industry to reduce capacity in the fisheries,
and of fishery managers to limit fishery efforts to sustainable levels. The NPFMC
continued to work at program development. In January, 2000, the LLP program was
implemented. Notices mailed to initial recipients cautioned that the program was
under revision, and that licenses were issued for one year only. Work aimed at im-
plementing Amendment 10 proceeded.
EXTENSION OF THE NATIONAL MORATORIUM

In late 1999, an ad hoc industry committee formed, to examine the possibility of
establishing harvesting cooperatives, similar to those of the Whiting Conservation
Cooperative or the Pollock cooperatives authorized under the American Fisheries
Act, in the BSAI crab fisheries. The process was to initiate discussion of the ele-
ments that would need to be present to succeed in adopting such allocation struc-
tures. A parallel committee was formed, to determine unresolved issues facing the
CRAB buyback, and advance its implementation.

By June, 2000, the ad hoc cooperative committee had adopted a plan to achieve
quota shares, rather than cooperatives, and to seek Congressional support. The mor-
atorium on new IFQ programs expired, in October of 2000. The ad hoc committee
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plan for rationalization described Individual Transferable Fishing Quotas [ITQs] to
harvest crab, Individual Transferable Processing Quotas [IPQs] to process crab (a
tough sell in Alaska and elsewhere in the country), and a Regional Landing
Requirement to stabilize the historic pattern of deliveries, and protect communities
from the migration of deliveries away, in a rationalized fishery. In December, the
moratorium was extended for two more years.

CAPACITY REDUCTION PLAN FOR THE BSAI CRAB FISHERIES
In April, 2000, NPFMC Chairman Rick Lauber sent a letter to the Secretary of

Commerce, describing the resource problems of the BSAI crab fisheries, and the
problem of excess harvesting capacity. The letter described a ‘‘two-step’’ process, and
asked the Secretary first, ‘‘to seek congressional assistance to support a vessel
buyback program using a combination of appropriations, Federal loans, and modi-
fications of the Capital Construction Fund as appropriate.

Secondly, the letter asked the Secretary to ‘‘ . . .support our efforts to further
rationalize these critical crab fisheries. We are committed to working toward the re-
duction of fishing capacity, which fully comports with NOAA Fisheries Strategic
Plan to alleviate overcapitalization in 15% of Federally managed fisheries by
2004. 20

In June, 2000, the ad hoc buyback committee met, in Portland, Oregon, and re-
solved final details of the program. The period of consideration for catch history to
be retired under the plan was to be the most recent five years in the years 1990
to 1999, when a fishery was open. The amount of appropriated funds requested was
to be $50 million, with a $50 million loan to be repaid by industry. This amount
was calculated to be capable of payback at reduced levels of harvest mandated by
the new harvest strategies adopted by the Board of Fish in 1999 and 2000. Given
the uncertainty of fishery openings in the years just ahead, the term of the loan
was requested to be extended to 30 years. Finally, in response to the concerns of
participants in other fisheries, the vessels which were attached to the fishing rights
and history purchased under the buyout, would lose the right to participate in any
fishery, anywhere in the world. In the US, this could be accomplished through the
permanent retirement of the vessel fishery endorsement to the Vessel Documenta-
tion.

On December 15, 2000, H.R. 4577, Section 144, (d)(1) - (6) defined and authorized
a Capacity Reduction Plan for the BSAI Crab fisheries, whose purpose ‘‘ . . . is to
implement a fishing capacity reduction for the BSAI crab fisheries that results in
final action to permanently remove harvesting capacity from such fisheries prior to
December 31, 2001.

COMPREHENSIVE RATIONALIZATION OF THE NORTH PACIFIC FISHERIES
H.R. 4577 of December 15, 2000, Section 144. (2)(a) provides ‘‘ . . .The North

Pacific Fishery Management Council shall examine the fisheries under its jurisdic-
tion, particularly the Gulf of Alaska groundfish and Bering Sea crab fisheries, to
determine whether rationalization is needed. In particular, the North Pacific Coun-
cil shall analyze individual fishing quotas, processor quotas, cooperatives, and
quotas held by communities. The analysis should include an economic analysis of
the impact of all options on communities and processors as well as fishing fleets.
The North Pacific Council shall present its analysis to the appropriations and au-
thorizing committees of the Senate and House of Representatives in a timely man-
ner. 21

In December, 2000, the Chairman of the NPFMC, David Benton, named two com-
mittees, the Gulf Rationalization and the BSAI Crab Rationalization committees, to
develop elements and options for the analysis mandated, above. The Crab Rational-
ization committee met three times, and reported to the NPFMC at its April meeting.
After NPFMC discussion, the Council Chairman addressed a letter to Secretary of
Commerce Donald Evans, describing the actions of the NPFMC relative to the ana-
lytic requirements of H.R. 4577: ‘‘ . . .analysis could be completed later this year,
in time for Council consideration in December, with final action likely in February
of 2002. Once completed, we would also forward that analysis to Congress . . .’’ The
letter continues, ‘‘As part of the overall process to rationalize the crab fisheries, I
also want to reiterate our Council’s support for the buyback program which was also
legislated in the recent appropriations bill. Such a buyback will be a very important
first step in the rationalization process, and availability of the authorized Congres-
sional funding of $50 million will likely be critical to the success of the buyback pro-
gram. 22
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Mr. GILCHREST. Thank you very much, Mr. Blue.
Mr. Grader.

STATEMENT OF W.F. ‘‘ZEKE’’ GRADER, JR., EXECUTIVE
DIRECTOR, PACIFIC COAST FEDERATION OF FISHERMEN’S
ASSOCIATIONS

Mr. GRADER. Yes, thank you, Mr. Chairman and members. I ap-
preciate this opportunity to discuss with you here today the issue
of reducing fleet capacity. You have a copy of my paper so I will
just summarize that briefly and add a couple of other things that
have come up since that was submitted to your staff.

Probably the biggest problem we are faced with on the West
Coast today, the two biggest fishery crises are those in salmon and
in groundfish. Now in the case of salmon, the problem is we need
a buyback but it is not fleet; it is buying back excess irrigated agri-
cultural capacity in both the Klamath Basin and the San Joaquin
Valley where there is too much agriculture sucking too much water
out of the streams. But that is not what we are here today to dis-
cuss, that is however our problem with salmon.

But for groundfish, certainly—
Mr. GILCHREST. Buyback excess—
Mr. GRADER. Excess irrigated agricultural capacity.
Mr. GILCHREST. That is interesting.
Mr. GRADER. In those two basins, particularly when what hap-

pened is the Federal Government promised water that it could not
deliver and yet still needed to protect fish in stream. That is what
we are up against right now with salmon, particularly in the Klam-
ath Basin. As you may or may not have been reading in the last
couple of weeks where all the irrigated agricultural water got shut
off to try to protect some remnant runs of salmon in that basin.

That is one problem but as far as fleet capacity goes, on ground-
fish we have a serious problem on the West Coast. The Pacific
Council has estimated that there is probably about 50 percent ex-
cess fish harvesting capacity in that fleet and that affects not just
the groundfish fleet but it affects every other fleet on the West
Coast because of spillover.

And I must say here that probably most of the members of the
organizations I represent would not directly benefit; that is, would
not likely be participants in any sort of vessel buyback program.
They are in the other fisheries outside of groundfish. But they are
greatly affected here because if we do not do something to resolve
the groundfish problem those groundfish vessels will be going into
other fisheries—into Dungeness crab and albacore and some of
these others and creating problem there. So we really have a need
to deal with this excess groundfish capacity issue.

Most of the groundfish fleet was built up, during the time of
Americanization, with help from either the CCF or the fishing ves-
sel obligation guarantee programs. And we built it up at the urging
of the U.S. government to take the place of the foreign fleets. Basi-
cally we had the option of either having the foreign fleets there
fishing our stocks or put in our own fleet.

Well, we decided to put in our own fleet, which was well and
good, but nobody ever bothered to do the research to determine
how much actual harvesting or how much resource there was there
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to support what size of fleet. That was never done and so as a re-
sult, we ended up with excess capacity, which is our problem now.

And that has to be dealt with. I think you have the testimony
that was submitted by the Fishermen’s Marketing Association on
behalf of the trawl fleet involved in the groundfish fishery. Their
plan has a lot of merit. But, I am not here to endorse it. There are
still many details that need to be worked out. They are estimating
around $15 million would probably get at about half of that fleet
as well as deal with the issue of latent capacity.

Additional, Senator Wyden I know has had some draft legislation
addressing this issue. I think that legislation has a great deal of
merit, as well, and I think it has many of the elements that would
be necessary for groundfish fleet reduction.

As far as what needs to be in any sort of fleet reduction program,
I think we need to look at not just making sure that there is a lim-
ited entry program in place initially so that we do not take some
boats out of the fishery only to them replaced by others. First and
foremost, we have to get rid of the permits, both in the groundfish
fishery, as well as any other permits the vessel may hold so that
we do not have the potential for spillover.

Secondly, you have to get rid of the vessels because if those ves-
sels remain in fishing they are just going to go into another fishery
and create problems there.

And third, we have to get rid of the people. By that I mean that
once a person is bought out, they must not be allowed to re-enter
the fishery; that is, use the money that they get from any buyout
and use those funds to capitalize entry into another fishery. I think
at the very minimum there should be a 10-year requirement that
they not re-enter the fishery, at least as a vessel owner.

Additionally, I think some of the ideas that have come up, the
Capital Construction Fund for example, could help reduce fleet ca-
pacity. I do not think we need to get rid of CCF. I just think we
just need to redirect it. And with that, I will conclude. Thank you,
Mr. Chairman.

[The prepared statement of Mr. Grader follows:]

Statement of W.F. ‘‘Zeke’’ Grader, Jr., Executive Director, Pacific Coast
Federation of Fishermen’s Associations

Good morning, Mr. Chairman and members of the Subcommittee. My name is
Zeke Grader. I am the Executive Director and Legal Counsel to the Pacific Coast
Federation of Fishermen’s Associations (PCFFA). The PCFFA is made up of 22 dif-
ferent associations representing working men and women in the West Coast com-
mercial fishing fleet. I wish to thank the Subcommittee for the opportunity to pro-
vide comments today on fleet capacity reduction programs, Federal investment in
fisheries and some thoughts on the reauthorization of the Magnuson–Stevens Act.

My comments here today will focus principally on the issue of fishing fleet reduc-
tion programs, but I also want to touch on Federal investment in fisheries. At the
outset, let me also explain the experience and interest of PCFFA in these issues.
PCFFA was formed approximately a month prior to the signing by President Ford
of the Fishery Conservation & Management Act on 13 April 1976. A number of
PCFFA’s founding organizations had been involved in pushing for passage of legisla-
tion to extend U.S. fisheries jurisdiction to 200 miles in an effort to control or elimi-
nate foreign fishing fleets operating in U.S. coastal waters. These fishing organiza-
tions representing either trollers and crabbers, or trawlers worked with former Cali-
fornia Representative Don Clausen (who introduced the first bill to extend U.S. fish-
eries jurisdiction to 200 miles in 1969) and with another California Congressman,
Robert Leggett, (who chaired the Fisheries Subcommittee when H.R. 200 was work-
ing its way through the Congress in 1975 and 1976) supporting passage of the legis-
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lation we now know as the Magnuson–Stevens Act. PCFFA, itself, has been active
in the various reauthorizations of the Magnuson Act, pushing for, among other
things, the inclusion of habitat language in the 1986 reauthorization and the 1976
passage of the Sustainable Fisheries Act.

FISHING FLEET CAPACITY REDUCTION PROGRAMS

While it may be hard to believe now, 25 years later, there was considerable oppo-
sition to the extension of U.S. fisheries jurisdiction to 200 miles, even though Presi-
dent Truman had some two decades before declared the resources of the shelf (i.e.,
oil and gas, minerals) to belong to the U.S. There was opposition from defense and
maritime shipping interests; there was opposition from the U.S. tuna fleet that oper-
ated off the shores of Central and South American nations and Africa. And there
was opposition from foreign relations interests who believed the fishery resources
of the oceans, beyond nations’ 3 or 12 mile limits, should be dealt with by an inter-
national agreement or through a United Nations’ Law of the Sea treaty, and not
by unilateral declarations. As part of a compromise to ameliorate some of the oppo-
sition to a 200-mile limit, H.R. 200 provided for the continuation of foreign fishing
off U.S. shores, through Governing International Fishing Agreements (GIFAs). For-
eign fishing was only to be eliminated as the U.S. built up its harvesting and proc-
essing capabilities to utilize the fish in the newly-established Fishery Conservation
Zone (later renamed the Exclusive Economic Zone or EEZ). The problem was we had
no idea of what the fish stock sizes were or how much harvesting they could sustain.

The inherent flaw with the Federal law then, which now seems clear although few
saw a quarter century ago in those heady days when the new law was being
trumpeted as the ‘‘renaissance of the fisheries,’’ was that we had to build up our
U.S. fleet, and our processing capabilities and demand, to get rid of the foreigners,
but we had no idea what level we could to build to for sustainable fisheries.

The second flaw was that the U.S. had no experience in conserving or managing
fisheries. Management previously had been done by the states. The National Marine
Fisheries Service was a brand new agency cobbled together from the old Bureau of
Commercial Fisheries and the marine elements of the nation’s sportfishing pro-
grams. The Bureau of Commercial Fisheries had experience in administering a fish-
ing vessel loan program and a loan guarantee program, as well as the Capital Con-
struction Fund. It did have some research elements as well - laboratories and re-
search vessels, but not the capability to conduct the research and stock assessments
necessary to determine what level of harvest the fish stocks being brought under
the new Federal fishery management plans (FMPs) could sustain. But, there we
were with a new agency and no experience in fishery regulation, charging them with
appointing eight regional fishery councils and managing the vast fishery resources
off the U.S. coast.

In hindsight, what should have happened was an immediate phase-out foreign
fishing and the imposition of a moratorium on any new U.S. harvesting capacity in
the fishery within the EEZ until some thorough stock assessments had been con-
ducted and some understanding gained on what level of fishing those stocks could
sustain. Then there could have been a reopening of the fishery to new U.S. effort
as well as the foreign fleets that had previously fished in the new U.S. waters, with
a plan in place for a transition from a mix of U.S. and foreign fleets to an exclu-
sively U.S. fishing fleet presence - all of it based on what level of harvest each spe-
cies or species complex could sustain. That, unfortunately, did not happen and I
doubt that, given the politics of the time and the nature of the opposition to ex-
tended jurisdiction, it would have been possible.

Exacerbating this situation was the fact the money for the necessary research and
stock assessments was not forthcoming, but there was plenty of encouragement for
fishermen, as well as other investors, through the fishing vessel loan guarantee and
CCF programs and various provisions in the U.S. Tax Code, to build new and larger
vessels - mostly trawlers. Other U.S. programs, such as Saltonstall–Kennedy Act
(S–K) funds were used to help develop and promote ‘‘underutilized’’ stocks to assure
there would be markets for the fish caught by the expanded U.S. fleet. In the mean-
time, some of the new U.S. boats sold their catches at sea to foreign processing ships
under joint venture arrangements. That was the ‘‘Americanization’’ of the EEZ.

What happened as we all know, is this nation went on a boat building binge, not
just adding more vessels to the fleet, but substantially increasing the catch capacity
of the new vessels entering the fishery. And, the old vessels were not removed to
make room for the new boats, they kept fishing too. All of this was happening so
we could eliminate the foreign fleets, but we didn’t have a notion about how much
fish was there or could be taken. The irony is that all many U.S. fishermen wanted
was to be rid of the foreign fleets who they felt were overfishing the stocks. Building
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up a U.S. fleet to take the place of the foreigners was not what many fishermen
who wanted the 200-mile limit had sought.

Given this history, it is clear the law and policy of the U.S. is at the root of the
problem we are now faced with of excess fish harvesting capacity. There is little
doubt in my mind that there is Federal responsibility for the situation we find now
in many of our fisheries where there is too much harvesting capacity for the fish
available. This excess capacity is putting fish stocks at risk as well as fishing men
and women and our fishing communities. And, where there is overcapacity in one
fishery it can quickly lead to overcapacity in others as fishermen in overcapitalized
fisheries seek out opportunities in other fisheries.

On the West Coast, even before the passage of H.R. 200 in 1976, there were ef-
forts afoot to limit the number of vessels in fisheries to bring the fish harvesting
capacity in line with what the resource could support for an economically viable
fishery. Alaskan salmon and California abalone were examples of such early efforts.
Indeed, most West Coast fisheries are presently under some form of limited entry
to restrict access into various fisheries. The problem was that many of the limited
access programs came in to place too late when the fleet harvest capacity already
exceeded the capacity of the resource to sustain an economically viable fishery.

The West Coast groundfish fishery, in particular, was being encouraged by Fed-
eral policy - ‘‘Americanization’’ - to expand in the late 1970’s and early 1980’s, and
it did. This expansion happened, however, without first having a good under-
standing of the stocks or their size, because while there was money for vessels, there
were inadequate funds for the necessary research. By the time the Pacific Fishery
Management Council finally established a limited access program for the groundfish
fishery it was too late. And it is the Pacific coast groundfish fishery that in dire
need of a significant reduction in the harvest capacity of its fleet.

In its October 2000 ‘‘Transition to Sustainability,’’ the Pacific Council’s Groundfish
Fishery Strategic Plan, states:

The groundfish resource cannot support the number of vessels now catch-
ing and landing groundfish. There are now over 2,000 licensed West Coast
commercial fishers [sic], and many thousands of sport fishers. To bring har-
vest capacity in line with resource productivity, the number of vessels in
most fishery sectors will have to be reduced by at least 50%. Coastal ports
have significant shoreside infrastructures to support this once-prosperous
industry, such as processing plants, boat yards, machine shops, marine sup-
ply stores, motels and restaurants. Fishing fleet overcapitalization has been
a major factor in fish stock depletion, and the industry and coastal commu-
nities are facing an economic and social crisis.

Resolving the overcapitalization, the excess harvest capacity, in the Pacific coast
groundfish fleet is crucial for the health of West Coast fisheries. First, groundfish
has been the largest fishery on the West Coast in terms of total landings and, in
most years, value. Not only is it a large employer, it helps to sustain the shoreside
infrastructure utilized by other fisheries. Second, as long as excess capacity remains,
it will be politically difficult to impose the types of catch limits needed for stock re-
building because of their harsh economic implications. And, third, and probably of
most concern to my members, since they are either not in the groundfish fishery
or would not be targeted for any buyout, is the potential for groundfish vessels to
put pressure on other fisheries - spreading the problem from that fishery to other
fisheries; for example, increasing pressure in fisheries where groundfish vessels may
have permits -- such as Dungeness crab, or entering fisheries that are still open ac-
cess -- such as albacore.

Some have suggested that we simply let economics take care of the problem, or
even to impose an individual transferrable quota (ITQ) system as a solution. It is
supposedly a free market system, after all. The problem is economic theory and re-
ality don’t always match up and ITQ systems don’t deal with excess vessels:

First, if we leave it to economics there will be continuing pressure from those in
the fishery to make quotas as large as possible, so they can survive, thereby length-
ening delaying, or even undermining, stock rebuilding.

Second, as I mentioned, many of the boats will go into other fisheries or put more
pressure on other fisheries - probably resulting in overcapacity in those fisheries as
well.

Third, bankruptcies will not take vessels out of the fishery, but simply allow the
new entrants to get into the fishery at a lower cost - they, too, will be adding pres-
sure on stocks and clamoring for liberal seasons trying to make ends meet.

Fourth, there is precedent for the Federal Government lending assistance. Gov-
ernment regularly aids private enterprise - from airlines, to agriculture, to foreign
trade missions, to logging roads in national forests, to oil and mineral extraction,
to locks and channel construction and maintenance for tug-and- barge operations,
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to cheap, subsidized water and power in the west. Indeed, the government has fund-
ed buy-backs from New England groundfish to North Pacific factory trawl oper-
ations. While the buy-backs in these and other cases have not been without their
problems, and in New England of questionable impact, there is ample justification
for a multi-million dollar groundfish vessel buyout now on the Pacific, particularly
if such a program is designed not to repeat some of the problems that plagued buy-
backs elsewhere.

Fifth, as I discussed earlier, there is clear Federal responsibility here. The Federal
Government encouraged the fleet expansion, indeed, made it the condition for the
removal of the foreign fleets.

Estimates of the cost needed to achieve an effective buy-back range from about
$50 million upwards. The $50 million figure is the estimate developed by the Fisher-
men’s Marketing Association, which represent trawlers to reduce fleet capacity by
about half - the Pacific Council’s goal. In fact, the trawl fishery should be the major
target for any fleet reduction program in the Pacific coast groundfish fishery, since
it was the fleet whose capacity was greatly expanded under the Americanization
program and it accounts for the lion’s share of the groundfish catch.

Let me just add here that the problems is not really that of ‘‘too many boats, chas-
ing too few fish,’’ as a lot of fishery professors and a few environmental groups are
found of saying, but of too much fishing capacity for the amount of resource avail-
able. Any type of fleet reduction program, whether funded by the Federal Govern-
ment, by industry, or jointly, must target on reducing harvest capacity, not simply
number of vessels. Not all vessels are equal. It makes more sense to me eliminating
(through a buy-out) a single vessel capable of harvesting 50 tons a day than five
or ten capable of catching five tons per day - provided all are economically viable
units.

In addition to the Fishermen’s Marketing Association’s draft plan for a Pacific
coast groundfish capacity reduction program, I understand Senator Wyden is also
proposing legislation for Federal aid to assist a fleet reduction program for this fish-
ery. I am not going to comment on either, because they are still in draft form, but
rather I want to emphasize here today that a capacity reduction program is des-
perately needed in the Pacific coast groundfish fishery and there is a Federal re-
sponsibility to assist with such a program. Three elements, however, are critical to
make any such program work. They are:

1. All permits held by a vessel must be retired. Merely retiring one permit from
a vessel simply allows that vessel to fish harder in another fishery causing problems
in that fishery.

2. The vessel must be permanently retired from fishing. Merely removing a permit
or permits from a fishing vessel and still allowing it to fish will result in the vessel
either purchasing permits from a less active vessel or entering fisheries for which
no permits are required - again, exacerbating problems in other fisheries. We may
wish to consider whether any vessel removed from the fishery should be prohibited
from entering the fishery of another nation, but certainly we should not allow ves-
sels to move freely into another nation’s waters unless it is part of a program for
sustainable fisheries in that nation.

3. The individual owner who participates in a vessel buyback program should be
prohibited from reentering the fishery for a minimum of ten years, if not longer.
Nothing is going to be achieved by buying out a high-line fisherman in a fleet reduc-
tion program, only to have them come back with the cash from a buy-out and use
it to buy back into the fishery. Restrictions on re-entry into a fishery in vessel buy-
back programs have been used in other fisheries, such as the salmon and gillnet
fisheries in the State of Washington.

Finally, let me talk briefly about the Capital Construction Fund (CCF) that has
been blamed, in part, for the overcapitalization in many fisheries and proposed, as
a result, for elimination. While CCF certainly has contributed in the past to new
vessel construction and major reconstruction (increasing the catching capacity of a
fishing vessel), the program can have some positive benefits to the fisheries in the
future in at least two ways:

First, there is a need for a fund that fishermen can use to set aside earnings for
future investment in their vessels to not increase their catching capacity, but to: 1)
make them safer; 2) make them more fuel efficient; and 3) allow them to better hold
the catch to increase product safety and quality.

Second, there is a need to modify the program allowing it to modulate vessel con-
struction, including a mechanism to allow CCF holders to take a one-time with-
drawal of funds, at a marginal tax rate or as a retirement account, without necessi-
tating a penalty for nonconstructive use. Thus, the CCF program could assist in
helping reduce fleet capacity.
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FEDERAL INVESTMENT IN FISHERIES

Next, let me turn briefly to Federal investments in fisheries and the crucial need
for some ongoing programs and increases in expenditures.

SALMON RESTORATION. The monies being invested in salmon resources for
California and the Pacific Northwest are necessary, along with strong enforcement
of the Clean Water Act and the Endangered Species Act, if we are to get many of
these stocks not only delisted, but back to full productivity. The critical elements
in any grant programs to the region for salmon restoration to assure they are effec-
tive and not squandered are these:

1. The monies should only be expended pursuant to a restoration plan. Consider-
able funds have been squandered for various projects that were not part of any over-
all restoration plan and, therefore, had little impact.

2. The monies should only be used where there is some permanence to the project.
It does little good to put a restoration project in one part of a watershed only to
have it destroyed as a result of activities occurring upstream or upslope in that wa-
tershed. Project proponents, whether private groups or state agencies, must be made
to demonstrate that their project will not be destroyed by other activities in a water-
shed.

3. The monies should not be used to mitigate damages caused by a landowner or
other entity that the landowner or entity has a current obligation to correct. Federal
dollars should not be used, or precious salmon restoration monies squandered, to
pay to fix the damage someone else is legally obligated to correct.

ANNUAL STOCK ASSESSMENTS. The status of more than three quarters of all
species managed under the Magnuson–Stevens Fishery Conservation & Manage-
ment Act is unknown largely due to a lack of funding for basic research and stock
assessments. We need better information on all stocks to fulfill their responsibilities
to rebuild overfished stocks, prevent overfishing of stocks approaching an overfished
condition, and to set appropriate catch levels for those fish that are not overfished.
Currently, National Marine Fisheries Service, with the President’s requested in-
crease of $13.3 million for stock assessments, would still have a deficit of 1,700 re-
search days at sea to fulfill their stock assessment duties. Increasing the stock as-
sessment expenditure by $26.6 million from 2001 levels would cut that number in
half so that the deficit could be erased in 2003 or 2004.

OBSERVER PROGRAMS. Increasing the annual appropriations for fisheries ob-
servers by the National Marine Fisheries Service would enable the agency to estab-
lish and implement an effective National Observer Program. Such a program is es-
sential to overall fisheries research, the dearth of which is caused so many of the
problems now facing our fisheries today. An increase this year, for example, from
$16.4 million to $25 million in observer programs would provide an extra $5 million
over fiscal year 2001 funding levels for West Coast observers. The information from
these observers, together with the information that is expected to be generated
through the National Fisheries Information System, would give us a better idea on
exactly how much fish is caught directly and as bycatch, thereby improving manage-
ment of our fish populations.

ESSENTIAL FISH HABITAT (EFH). Essential fish habitats (EFH) are those wa-
ters and substrate on which fish depend. These habitats are currently being dam-
aged from both land-based activities and some destructive fishing practices. While
the Sustainable Fisheries Act of 1996 gave NMFS a clear mandate to identify and
conserve essential fish habitat too little has been done to protect these habitats. An
increase in funding would allow NMFS to gain the information necessary to further
refine designations of EFH and take action to conserve EFH, including measures
to minimize the adverse impacts of fishing gear and other human activities on EFH.

ENFORCEMENT AND SURVEILLANCE. Enforcement of our fishery manage-
ment laws has been woefully underfunded for years. According to NMFS, there are
currently around 150 enforcement agents that are each responsible for 1200 miles
of coastline. This year alone, an increase in funding for enforcement by $7 million
over the President’s request, would allow for the hiring of 30 more officers to begin
to address this chronic shortfall. The increase would also allow for a strengthening
of alternative enforcement programs and enhancement of state and local partner-
ships.

Increasing funding for the Vessel Monitoring System (VMS) would allow for the
establishment and implementation of VMS systems and the placing of VMS tran-
sponders on a vast majority of the estimated 10,000 boats in the U.S. commercial
fishing fleet. VMS programs enhance data collection and safety at sea, and can be
beneficial to fishermen by allowing them to fish right up until a quota is reached
rather than leave the fishing site before the season closes. These systems could also
be used to increase fleet safety through the tracking of vessels.
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Reauthorization of the Magnuson–Stevens Fishery Conservation & Management Act
My organization is one of the commercial fishing organizations belonging to the

Marine Fish Conservation Network (MFCN). The Network is currently working on
developing a set of recommendations for the reauthorization of our nation’s fisheries
act that, we believe, will reflect the concerns of conservation organizations, as well
as the concerns of commercial and recreational fishing organizations committed to
sustainable fisheries. There are a number of concerns the Network has currently
with the implementation of the MSFCMA and the 1996 Sustainable Fisheries Act
amendments that will be addressed when the Network makes its recommendations,
probably within the next month.

CONCLUSION

Mr. Chairman and members thank you again for this opportunity to testify. As
you will have noted, the resolution of the Pacific coast groundfish crisis is of the
most concern to those of us on the West Coast. We believe that the fleet harvesting
capacity in that fishery must be substantially reduced, not just for the protection
of groundfish stocks and the continued economic viability of a fishing fleet in that
fishery, but to protect our other fisheries and fleets as well. There is a clear Federal
obligation to provide assistance and we ask that this Subcommittee, the full Re-
sources Committee and the Congress provide the assistance necessary so we can re-
build the stocks and restore vitality to our fishing communities. I will be happy to
respond to any questions the Subcommittee may have. Thank you.

Mr. GILCHREST. Thank you very much, Mr. Grader.
Mr. Kirkley.

STATEMENT OF JIM KIRKLEY, CHAIRMAN, COASTAL AND
OCEAN POLICY DEPARTMENT, VIRGINIA INSTITUTE OF
MARINE SCIENCES

Mr. KIRKLEY. Thank you very much for allowing me to be here
today. It is an honor and a privilege to be here to discuss issues
on capacity and capacity reduction programs.

For the moment let us just ignore how we ended up in our condi-
tion. We know currently what is going on in the United States is
that we have a lot of fisheries that have serious problems of excess
capacity. We have overfishing. The National Marine Fisheries Serv-
ice in a recent report identified 40 fisheries in the United States
as having excess capacity. That means that they have the capa-
bility to harvest well in excess of levels at which the resource can
be sustained at. These 40 fisheries tend to be the higher value fish-
eries, as you might expect—Gulf shrimp fisheries, Northwest At-
lantic sea scallop fisheries.

What happens when you have excess capacity? The first thing
you have usually is a crisis reaction on the part of management in
regulation. You impose a series of command and control-type regu-
lations and then you discover you have to tweak the system to get
a little farther and you tweak the system some more and you have
a layering of management and regulatory strategies. And what
does this do? This of course causes community disruption, serious
economic impacts and consequences and problems, additional prob-
lems in the future for management and the resource.

Now about five years ago the National Marine Fisheries Service
formally recognized they had to do something about excess capacity
and to this day I give them credit because they took very, very bold
steps to go forward and sponsor or cosponsor workshops to define
and measure capacity and to try to develop or look at initiatives
for reducing capacity in fisheries.
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We know capacity has to be reduced. What are some options?
Right now we are discussing buybacks. That is one option. A sec-
ond option and that which has been used most often is not really
a capacity reduction program; it is a capacity utilization program.
That is the typical command and control-type regulation. You im-
pose a limit on days at sea a vessel can fish. You impose a limit
on crew size. You increase the mesh size of the gear. You do any-
thing and everything possible to prevent vessels from operating ef-
ficiently but at the same time that does reduce their capacity utili-
zation.

The third option are what I prefer to call private property rights
regimes. There is a misnomer among people when they say prop-
erty rights regimes. All types of fisheries management structures
are property rights, even the case of open access and the property
right in there is no property right. By default they all have it but
the private property rights which are being highly touted now are,
for example, individual transferrable quota programs, individual
transferrable effort programs, territorial use rights to fish pro-
grams, TURFs. In the United States we have only used ITQs.

Now on the buyback program, which is what I want to focus the
right of my energy on here, the tricky question on buybacks, one
major question is who pays? And I have heard a lot of discussion
today. There is no reason why you cannot have a mix. You could
have public dollars. You could have private industry. You could
have NGOs, environmental groups, recreational groups, any mix
thereof that goes forward in mutual agreement among the parties.

If we look at the three buybacks we are familiar with that have
occurred since 1995, basically $130 million has been spent on
buybacks for the New England groundfish fishery, the Pacific
Northwest Bering Sea groundfish fishery, and the Washington
State salmon fishery. The first two, the groundfish fisheries, they
reduced vessels directly and the third one pulled permits from the
fishery.

One thing that troubles me about all three of these programs is
that it does not seem like enough homework was done ahead of
time to predict consequences of allowing entry, latent effort. To me,
it makes no sense that you would ever have a buyback program
and allow entry back in. Something seems wrong about that. It just
does not go well.

Of those three fisheries, the only one that we have really good
quantitative information on is for the New England groundfish
fishery. Estimates were actually done to determine how much ca-
pacity was removed from that fishery.

What I would like to stress on the ideal buybacks is somebody
has to spend a lot of time paying a lot of attention to structuring
these programs. To design a buyback program it is not going to be
a one-size-fits-all. It is going to be highly variable, fishery by fish-
ery, region by region, and given different goals and objectives,
these will have to be considered.

What works best? We have three options here on the table in
terms of buybacks, ITQs and command and control regulations. My
premise is that what works best is the wrong question to be asking
right now. The reason why it is the wrong question is because
there is a lot of other considerations that now have to be consid-
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ered, in addition to just removing excess capacity. You have regula-
tions relating to community impacts. You have multiple species
issue. You have issues dealing with essential fish habitat. You have
the Sustainable Fisheries Act, which is asking you to rebuild
resources within a 10-year period. You have international agree-
ments and international plans of action. So you cannot just say let
us do this, let us do buybacks or ITQs.

In addition to that, people should not be looking at these options
as sole source or either/or type programs to reduce capacity. There
has to be a mix.

Now we are going to move on here to what I call the missing
piece of the puzzle. That is I hope something the gentleman next
to me will discuss in more detail and that is recreational capacity.
Right now I honestly do not know how to define recreational capac-
ity and I do not know to measure it. And if I had a measure of it,
I do not know what I would do with it.

There are concerns being raised, though, that if the commercial
sector has to reduce capacity, why should not the rec sector? And
those are fair, legitimate concerns and issues that probably will
need to be addressed, particularly for those fisheries where the two
user groups compete against one another.

How much capacity should be reduced? How do we determine the
level of reduction in capacity? This is an extremely tricky question
and one which you cannot get a real answer to. Why? The Magnu-
son-Stevens Fisheries Conservation Management Act has as its pri-
mary objective the promotion of maximum benefits from food pro-
duction and recreational opportunities.

To an economist, which is what I do and one concerned about
theory, that implies economic efficiency. We do not have a good
track record in managing America’s fisheries of promoting economic
efficiency.

We have other laws that deal with consideration of community
impacts. We have the National Marine Fisheries Service’s strategic
plan that says we are going to have a 20 percent reduction of ca-
pacity by the year 2005.

The bottom line is that you do not have a hard set of guidelines
to determine the level of capacity to reduce. Right now about the
only thing you can work with is you start on maximum sustainable
yield, which can be a flawed premise for some fisheries, and you
look at your existing capability to produce relative to that max-
imum sustainable yield level and that gives you a starting point.

Someone is going to have to figure out how to balance different
goals, different objectives, the Magnuson Act, the Sustainable Fish-
eries Act component of rebuilding the resource against community
impacts. Thank you very much.

[The prepared statement of Mr. Kirkley follows:]
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Mr. GILCHREST. Thank you, Dr. Kirkley. That was a fire hose.
We will come back to that and turn down the pressure a little bit
so we can absorb more of it. Thank you very much.

Mr. Mike Nussman.

STATEMENT OF MIKE NUSSMAN, VICE PRESIDENT, AMERICAN
SPORTFISHING ASSOCIATION

Mr. NUSSMAN. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to be here today and testify on behalf of the American
Sportfishing Association. For those of you who are not familiar
with ASA, we are a trade association representing the sportfishing
industry. By that I mean manufacturers, wholesalers, retailers in
the sportfishing sector.

Our written testimony addresses the broad issue of overcapacity
of fishing fleets under the Magnuson Act and more specifically the
Wallop-Breaux program, which was addressed in the task force’s
report. I do not think it would serve the Subcommittee for me to
go back through that material in any great detail so if I may, what
I would like to do is narrow my comments and focus on three what
I think are fairly important points and I would say that at least
with two of them, I agree with my other colleagues.

First, the issue of capacity reduction in Federal subsidies in ma-
rine fisheries are indeed very, very important ones and perhaps
even the most important issue that we will face as we look to reau-
thorize the Magnuson Act. Congress, with your leadership, I might
add, undertook a number of very tough issues back in the ’96 reau-
thorization but as evidenced by the call for this Federal report, in-
vestment report, did not fully address these kinds of issues.

The group that came together to produce the Federal Fisheries
Investment Report have performed a substantial service to us all.
They have compiled a thorough and comprehensive review of Fed-
eral fisheries subsidies and while the members of the task force do
not agree on all the recommendations contained in the report,
there is a substantial amount of consensus in there and I would
urge the Committee to look at that.

So as you go forward to develop legislation for reauthorization of
Magnuson-Stevens, I would urge the Committee to use the guid-
ance provided by the task force in those recommendations.

Secondly, Mr. Chairman, I would like to comment briefly on the
international situation as it relates to subsidies in fishing capacity.
As I mentioned in my written testimony, I have just had the pleas-
ure of completing my second term for a total of 6 years as the U.S.
Recreational Commissioner to ICCAT or the International Commis-
sion for the Conservation of Atlantic Tunas. And while I do not and
cannot claim to be an expert on international fishery management,
I will say that if you are concerned by too many fishermen chasing
too few fish domestically, just wait until you get a look at what is
going on internationally.

Developing countries around the Atlantic—in fact, around the en-
tire globe—are building the capacity to enter that race for the fish
that was mentioned earlier. And as we know, all the fish are al-
ready spoken for. This issue, this international issue, is one where
I fear that we are significantly behind the curve and I think we as
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a nation need to focus far, far more attention and more leadership
in this area.

Finally, Mr. Chairman, Wallop-Breaux and sport fish restoration
are, I believe, fine examples of user pay, user benefit programs. My
written testimony provides the history, as well as the current fund-
ing levels for these efforts. In my review I can find absolutely no
evidence that these programs are a subsidy of any type or that they
have caused harm to the nation’s marine resources.

The task force concludes in their report that these investments
by Wallop-Breaux do not present a serious matter of concern. I
would go a bit further. I believe that without Wallop-Breaux, our
nation’s fisheries, both freshwater and marine, would be in much
worse shape than they are today. Representing a number of compa-
nies that write significant checks to the IRS each quarter—I might
add these checks over the course of a year will come to some $120
million—I can assure you my companies do not view this as a Fed-
eral subsidy. In fact, I would argue that America’s anglers, through
the excise taxes they pay and the license fees they pay, subsidize
the proper management of our nation’s fisheries.

With that, I will go to the capacity question that was raised here
just a second ago and address that very quickly.

I think we have apples and oranges when people talk about ca-
pacity of recreation, I do not think such a term exists. I do not
think you will ever be able to find it.

The reason we are interested in reducing capacity is because we
are fearful that companies may well go out of business, that they
are economically not using their resources well. While there are
companies that are in the recreational fishing business (and I rep-
resent them), the actual anglers out there catching fish are in it
as a hobby. It is recreation. If they do not catch the fish, they are
not going to go out of business. They are not going to go hungry
in most instances. They are just not going to catch as many fish.
So if instead of catching five fish they catch two fish, they do not
have to be reimbursed. They do not have to be bought out.

So I think we are mixing apples and oranges when we try to say
that recreational fisheries are just like commercial fisheries. They
are not.

So thank you, Mr. Chairman. With that I would be happy to an-
swer any questions.

[The prepared statement of Mr. Nussman follows:]

Statement of Mike Nussman, Vice President, American Sportfishing
Association

Mr. Chairman, I appreciate the opportunity to testify before the subcommittee on
behalf of the recreational fishing industry. My testimony today addresses the broad
issue of over-capacity of fishing fleets under the Magnuson Fishery Conservation
and Management Act, and more specifically, the Wallop–Breaux program. In addi-
tion, I’ll comment briefly on the international component of the issue, having re-
cently completed two terms as the U.S. Recreational Commissioner to the Inter-
national Commission for the Conservation of Atlantic Tunas (ICCAT). This testi-
mony is given on behalf of the 400 members of the American Sportfishing Associa-
tion (ASA).

ASA is a non-profit trade organization whose members include fishing tackle man-
ufacturers, boat builders, retailers, state fish and game agencies, angler organiza-
tions, and the outdoor media. For more than fifty years, ASA and its predecessor
organizations have promoted the conservation of fisheries resources and supported
measures that improve the aquatic environment.
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BACKGROUND

With the passage of the Sustainable Fisheries Act (SFA) in 1996,Congress indi-
cated a renewed commitment to managing the marine fisheries of this nation in a
sustainable manner. As a part of that commitment, Congress directed the Secretary
of Commerce (Secretary) to examine the role of the Federal Government in sub-
sidizing the nation’s fishing capacity. The Secretary convened a task force on the
matter and in July of 1999, the group released the Federal Fisheries Investment
Task Force Report to Congress. Dr. Vishwanie Maharaj, ASA’s then Director of Eco-
nomics participated in the task force on behalf of the recreational fishing industry.
The report, while thorough and comprehensive in its treatment of Federal subsidies,
does not attempt to evaluate subsidy programs as either good or bad. Instead, it re-
views existing subsidies and recommends whether they should be continued given
our current circumstances.
International Commission for the Conservation of Atlantic Tunas

The issue of fishing capacity and its impact on fishery conservation is of interest
not only in the United States, but also in the international fishery community. Hav-
ing served the last six years as the U.S. Recreational Commissioner to ICCAT, I can
assure the Committee that the body is closely examining the issue of capacity and
its link to overfishing. For example, at its 2000 meeting, ICCAT adopted a measure
that recognizes and encourages actions being taken by Japan and Chinese Taipei
to scrap Japanese-built, illegal, unreported and unregulated (IUU) fishing vessels.
Further, it supports actions being taken by Chinese Taipei to re-register and control
a number of vessels owned by Chinese Taipei business entities that have been en-
gaged in IUU fishing activities.

And previously, at its 1998 meeting, ICCAT adopted a measure to limit fishing
capacity in the northern albacore fishery. A similar action was taken by ICCAT for
the bigeye tuna fishery in 1999 that was intended to prevent further increases in
fishing mortality, consistent with scientific advice indicating that the stock is close
to full exploitation. Unfortunately, as is so often the case in international fishery
management, gaining agreement on what needs to be done is far easier than ensur-
ing compliance with the agreed-to measure. The United States needs to provide im-
portant leadership in this area.
Wallop–Breaux Program

The Wallop–Breaux Program (Program) is actually a collection of a number of
boating and fishing related efforts, brought together by a common funding source—
user fees paid by anglers and boaters. Recognizing that the members of the ASA
typically contribute well over $100 million to the Program each year, it is easy to
understand our interest and involvement in the effort. As you might imagine, given
our contribution, this program is extremely importance to the recreational fishing
industry.

We believe the Program is an excellent example of a user pays-user benefits pro-
gram. Anglers and boaters pay a little more for their equipment and fuel and in
return enjoy increased fishing and boating opportunities. These monies are depos-
ited into the U.S. Treasury and then disbursed to state fish and game agencies for
sportfish restoration, wetlands conservation, aquatic education, outreach, boat safe-
ty, and boating access and facilities projects. The cycle is completed with a return
of benefits to the users through improved sport fishing and boating opportunities.

The Program was launched in 1950 when Representative John Dingell (MI) and
Senator Edwin Johnson (CO) pushed for and passed the Federal Aid in Sport Fish
Restoration Act. Based on a similar bill (the 1937 Pittman–Robertson Act) that
placed an excise tax on specific hunting equipment, the Sport Fish Restoration Act
was aimed at dealing with the expanding number of anglers and the declining qual-
ity of the resource. Utilizing the same user pays-user benefits model as Pittman–
Robertson, the Dingell–Johnson Act as it became known, was an immediate boon
to state fish and game agencies that previously could not provide adequate attention
to fisheries due to strapped budgets. Instead of having to fund 100% of a fisheries
improvement project, now under Dingell–Johnson, for every one dollar invested by
the state, the Federal Government could contribute three dollars. During the years
immediately following passage, monies from the collection of excise taxes vastly im-
proved the quality of America’s sport fishery resources.

However, in 1984, in response to a growing list of needs, a new set of amendments
to the Program were passed spurred on by Senator Malcolm Wallop (WY) and Con-
gressman John Breaux (LA). These 1984 Wallop–Breaux amendments expanded the
list of taxable sport fishing articles to include nearly all sportfishing equipment. In
addition, a 3% tax on electric trolling motors and fish finders was added along with
a redirection of the tax on motorboat fuel. Further, the amendments recovered from
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the General Fund fuel taxes paid on fuel used by boaters and anglers and dedicated
these funds to the Program. The Wallop–Breaux amendments expanded the pool of
money made available to the Program from an average of $40 million before 1984,
to over $400 million today.

Since the 1984 Wallop–Breaux Amendments, the program we now know as Wal-
lop–Breaux has undergone changes resulting from other amendments. Many of the
changes increased funding for programs such as boating safety and created new pro-
grams such as the coastal wetlands and clean vessel (pumpout) programs. In 1998,
the Transportation Equity Act for the 21st Century reauthorized the Program cre-
ating a boating infrastructure effort, and an outreach and communication program.

Additionally, other changes to the Act in 1998 increased the minimum percentage
of state allocations to be invested in boating access and facility projects from 12.5%
to 15%, and raised the maximum percentage of state allocations to be used for
aquatic education and outreach and communications from 12.5% to 15%. Boating
Safety programs administered by the U.S. Coast Guard also realized increased fund-
ing. (See Table 1 for Wallop–Breaux Program receipts and expenditures)

In reviewing the Wallop–Breaux program, the task force focused primarily on
Sport Fish Restoration, the portion of the Program’s funding that is apportioned to
the state fish and game departments. Table 2 outlines state funding levels for fiscal
year 2001 and Figure 1 demonstrates the increase in state funding levels since the
program began.

DISCUSSION

Mr. Chairman, the task force concludes that investments in fisheries by the Wal-
lop–Breaux Program do not ‘‘present a serious matter of concern’’. I would go a bit
further. I believe that without the Wallop–Breaux Program, the nation’s fisheries,
both freshwater and marine, would be in much worse shape than they are today.
Representing a number of companies that write a significant check to the IRS each
quarter, on top of any Federal or state income taxes they pay, I will assure you that
they do not view this as a Federal subsidy. In fact, I would argue that America’s
anglers, through the excise taxes and license fees they pay, subsidize the proper
management of our nation’s fisheries.

However, Mr. Chairman, if we ignore the fact that America’s anglers and boaters
are paying the bills in terms of higher prices for their sport, there still is no evi-
dence to suggest that Wallop–Breaux has led to overfishing of our saltwater
resources. Despite the substantial increase in funding that has flowed to Wallop–
Breaux in recent years (see Figure 1), the National Marine Fisheries Service data
in Table 3 shows no substantial increase in the number of saltwater recreational
anglers or their harvest.
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In addition Mr. Chairman, of the total amount of Sport Fish Restoration funding
going to states each year, only about 10 percent is dedicated to saltwater projects.
The remainder of the monies return to freshwater efforts. This division in funding
leads to the natural question Has the Wallop–Breaux funding dedicated to our na-
tion’s freshwaters led to overfishing? I think the clear answer is NO and I believe
that state fish and game departments would agree!

Wallop–Breaux is a unique example of a user pay-user benefit program. I have
attached state reports provided by the U.S. Fish and Wildlife Service from Maryland
and Utah for the Committee’s review. I appreciate the opportunity to testify.

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00101 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



98

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00102 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



99

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00103 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



100

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00104 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



101

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00105 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



102

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00106 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



103

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00107 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



104

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00108 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



105

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00109 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



106

VerDate 11-MAY-2000 13:54 Feb 04, 2002 Jkt 000000 PO 00000 Frm 00110 Fmt 6633 Sfmt 6621 72297.TXT HRESOUR1 PsN: HRESOUR1



107

Mr. GILCHREST. Thank you very much, Mr. Nussman.
I think just for a second we will stick with that point. The over-

capacity problem, as we are hearing this morning, is enormously
complex and it has different solutions from different perspectives
from a whole range of different interests. My perspective on over-
capacity, which has been stated here this morning, is too many
people catching too few fish. So if we want to sustain the fisheries
we need to have a reduction in effort.

So if we look at it from that perspective, to sustain the fisheries
and have a reduction in effort, does that include recreational fish-
ermen into the mix of understanding the nature of overcapacity?

And this is probably a relatively, depending on who you ask,
small piece of the puzzle, small part of the problem. But Dr.
Kirkley, could you address the issue of overcapacity and the poten-
tial of including recreational fishing into that mix and what you
meant by that statement?

Mr. KIRKLEY. The recreational component, we have been wres-
tling for about three or 4 years, we being individuals and the Na-
tional Marine Fisheries Service, other academicians and people em-
ployed in state agencies, trying to come up with this concept of ca-
pacity in a rec fishery. We think we know some ways you can
measure it, we think we know some ways you can define it, but we
are not sure what to do with it if we do get it. There is no doubt
in my mind what you will end up being confronted with is eventu-
ally probably adoption of more formal procedures for allocation of
resources, which is where this is going to be going in the future
when you have competing resources. Someone is going to have to
allocate commercial and then allocate recreational.

Mr. GILCHREST. Is the recreational effort in the fishery signifi-
cant enough to be considered?

Mr. KIRKLEY. In some fisheries it very well could be. You could
take the case of striped bass in Virginia and Maryland, also. Right
now there is a series of limits, slot limits, that are keeping things
under control but the recreational angler has the capability to take
quite a few more striped bass. We know there is some poaching
going on here and there and what is going on is because of a fish-
ery like that, in fact, you are having increasing pressure up and
down the coast to declare it a gamefish only status and remove it
from the commercial sector.

You have—I am sorry I cannot remember—six or seven or eight
states’ jurisdictions right now that prohibit the capture and/or com-
mercial sale of striped bass. Washington, D.C. is one of the states
that prohibits the commercial capture of striped bass.

Mr. GILCHREST. You mentioned striped bass. Can I ask you about
summer flounder and recreational effort? Does that contribute to
overcapacity?

Mr. KIRKLEY. In terms of the total picture and level of removal
it has to. Along the eastern shore, the East Coast of the U.S., par-
ticularly from New York down to North Carolina, there are a lot
of anglers who catch summer flounder and retain them. Again
though, I think you are going to be looking at cases of allocation.

In other words, I guess in the big scheme of things I see less
damage done by having excess capacity in the rec sector than I do
in the commercial sector.
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Mr. GILCHREST. Less damage in what way?
Mr. KIRKLEY. In terms of damage to the resource and in terms

of lost benefits to society, in terms of negative economic connota-
tions and impacts. You could probably deal a little better with,
handle or accept some economic waste, some lost benefits associ-
ated with the recreational excess capacity than you could accept
relative to excess commercial capacity.

In the case of summer flounder, there are a lot of anglers and
they do catch a lot of summer flounder.

Mr. GILCHREST. When we are considering overcapacity, almost
from an academic perspective there is overcapacity in the commer-
cial sector and you would also consider overcapacity in the rec-
reational sportfishing sector but the way to reduce that over-
capacity would be different in the two sectors. One would be pos-
sibly a buyout; one would be more of a regulatory timeframe
scheme for access to the fishery.

Mr. KIRKLEY. Yes, sir. That is exactly the way I would do it as
working best. In the case of the flounder you have a quota and you
have daily limits. When you reach your limits, you are over and
done and the damage is not so horrible to society from that as you
might have by allowing the excess capacity to continue in the com-
mercial fisheries.

Mr. GILCHREST. Mr. Nussman, would you agree with that state-
ment, that the damage done is not so horrible? And do you think
that recreational fishing activity, for example, for something like
striped bass or summer flounder, should be a consideration in the
overall scheme of things when we look at overcapacity?

Mr. NUSSMAN. You have asked about three or four different ques-
tions inside of two.

Mr. GILCHREST. You can answer them any way you want because
I probably do not remember two of them.

Mr. NUSSMAN. Let me try, if I could. First, I think recreationally
if you look nationwide at all our marine fisheries, according to the
National Marine Fisheries Service, recreationally we harvest 2 per-
cent of the total take, between 2 and 3 percent. So as a nation in
saltwater recreationally, the harvest is about 2 to 3 percent per
year; 98 percent is being harvested commercially.

Mr. GILCHREST. Could that be a higher percentage in a specific
fishery?

Mr. NUSSMAN. In some fisheries we harvest 100 percent. In
some, like striped bass, we harvest the majority. In some, like sum-
mer flounder, we are supposed to harvest slightly less than a ma-
jority. So it certainly is fishery-dependent. There is absolutely no
question about that.

But your first question was is it less onerous or less horrible,
whatever the phrase you used, less bad in recreation? I think peo-
ple go recreational fishing because it is fun. The same reason they
go to movies—it is fun. If it is fun to go out there and they catch
some fish, they are going to go back.

Now maybe some fisheries, if you go and you catch one bluefin
tuna, that is a lot of bluefin tuna to catch for a day. If you go out
and catch one spot, that is a very different dynamic there.

So yes, the ranges of acceptability, because you are not planning
on—you do not, at the end of the day, have to sell it and make your
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living from it, are broader than they would be in the commercial
sector.

Having said that, unfortunately for us, I believe, quite often the
impacts of disadvantaging the recreational sector are much more
diffuse and harder to trace than the impacts of disadvantaging the
commercial sector. Does that make sense?

Mr. GILCHREST. Yes, it does. Thank you.
I think we may have another round of questions. Last comment,

Mr. Nussman?
Mr. NUSSMAN. I was going to try to get to the third question.
Absolutely you have to take into context recreational catch in

any rebuilding plan. But we have a series of tools that work very
well for recreation—size limits, bag limits, season—that work in
freshwater, that will work and work in saltwater. We just need to
learn how to use them well.

Mr. GILCHREST. Thank you very much.
Mr. Underwood?
Mr. UNDERWOOD. Thank you, Mr. Chairman. I want to ask three

questions and let me start with Mr. Blue.
Mr. Blue, you discussed a kind of buyback series of events in

Alaska, some which are industry-funded. So what do you propose
as an appropriate ratio for what should be industry-funded in
terms of buyback programs?

Mr. BLUE. Thank you. The appropriate ratio is probably going to
have to be arrived at fishery by fishery. It depends upon a lot of
factors—the value of the fleet that is being retired, the present
value of the fishery, and so forth.

In the case of the Bering Sea crab fisheries, we were quite com-
fortable with the program that we designed as a 100 percent indus-
try-funded program until we had collapse of the fisheries, and re-
definition of catch rates is part of the rebuilding, which we support.
We need to have conservation of the fisheries first of all, of course.

So, at our instance, we have been reduced to a 50 percent ratio.
We have done this as a calculation in our business plan, which we
submitted as part of the program definition.

Mr. UNDERWOOD. Thank you.
Mr. Grader, in the Capital Construction Fund, and this goes back

to a question I asked of the earlier panel where there seems to be
a contradiction between the buyback and the use of the Capital
Construction Fund.

Would it be reasonable to assume that if you participated in the
Capital Construction Fund that you should be precluded from par-
ticipating in a future buyback?

Mr. GRADER. I think I would look at it a little bit differently. I
think perhaps what is needed here is an amendment to the Capital
Construction Fund that where a fishery is being considered for a
buyback, where there is excess capacity, that those individuals who
have invested, put money into the Capital Construction Fund,
could take it out in the form of—and I think Mr. Blue had this in
his testimony and I certainly agree with it—in the form of either
a retirement program or something else. In other words, they are
not reinvesting. They are not putting that money back into the
fishery.
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I think the Capital Construction Fund could be amended to actu-
ally help us provide incentives for reducing capacity.

Secondly, I think the thing that is important in Capital Con-
struction Fund, and it is something that we use in other industries,
as well is allowing fisherman to put aside funds for bad years—we
allow farmers to put money aside. Because fishing varies from year
to year. In the fisheries we need to get away from having funds out
there that will potentially increase the catch capacity. But certainly
we need the Capital Construction Fund. I think, to allow fishermen
to put money aside for such things as improving safety equipment
on their vessels, improving the ability to hold fish in such a way
that they can increase the value of the fish that they catch; that
is, better product quality. Everybody benefits from that. And then
third, the whole issue of fuel efficiency has to be addressed so they
can invest in the type of technologies that will allow their vessels
to be more fuel-efficient.

Those are the ways I would see Capital Construction Fund being
amended but certainly it can be part of the whole package of help-
ing us reduce fleet capacity.

Mr. UNDERWOOD. Thank you. Very thoughtful answer. I appre-
ciate that very much.

Mr. Burns, the FAO plan of action calls upon all nations around
the world to reduce capacity. How do we propose to enforce that,
particularly if on our end we continue to reduce tariffs on foreign
fish being imported to the U.S.? What kind of leverage do we have
in order to enforce a worldwide reduction in capacity?

Mr. BURNS. The FAO plan of action itself does not provide any
real authority for enforcement. It is a voluntary plan. I think per-
sonally that the best way to make progress with overcapacity in
the context of other nations’ fleets is through U.S. bilateral rela-
tionships with individual countries. We meet about fisheries with
most of the major fishing states in the country on a regular basis.

In addition, in the context of the regional management organiza-
tions, like ICCAT and the ITTC and the new treaty organization
that is just being established in the Western Pacific, to use the
U.S. presence in those bodies to push for capacity reduction where
it is important.

Mr. UNDERWOOD. Thank you.
Mr. GILCHREST. Thank you, Mr. Underwood.
Mr. Saxton.
Mr. SAXTON. Let me just touch on two subjects that I think are

important. First of all with regard to the reauthorization of Magnu-
son, let me ask first Mr. Burns.

There is stated in the purposes of the Magnuson Act two pur-
poses which seem to me to contradict each other or conflict with
each other. In one section of stated purposes it says the purpose
is to take immediate action to conserve and manage fishery
resources found off the coast of the United States. And, of course,
we have touched on that several times today, overcapacity and bet-
ter ecosystem management, et cetera, et cetera. It is all talking
about how to conserve sea creatures.

Then you move on to the sixth stated purpose. It says to encour-
age the development of the United States fishing industry. Then,
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to be fair, it goes on to say ‘‘of fisheries which are currently under-
utilized or not utilized by United States fishermen.’’

I have always thought that there is a conflict between those two
purposes and I guess I am interested in your take on that. My take
is that we have seen the collapse of fisheries and you can kind of
walk your way down one coast and across the gulf and up the other
coast and you can count the fishery collapses that we have seen,
starting with groundfish in New England, striped bass along the
Atlantic coast, coastal sharks along the Atlantic coast, redfish in
the Gulf of Mexico, sea urchins on the West Coast, salmon.

It is kind of discouraging and I believe that a case can be made
that one of the reasons that we have seen those collapses is be-
cause of this conflict in purpose that we give the regulators that
have the job of taking care of these things; namely, the National
Marine Fisheries Service. What do you think?

Mr. BURNS. Obviously I agree. I think that the Magnuson Act,
like a lot of other U.S. laws, has been sort of like Troy—one layer
on top of the next. The provision which deals with the development
of fleets in the U.S. is, I think, a relic of the original intent of the
framers of the act. I think it is similar to a lot of the subsidy pro-
grams that we see that are still in place in the United States and
elsewhere in the world. They were put in place at a time when
there was a desire to expand fleets that were smaller but they have
in many cases outlived their useful lives.

I think one of the things that you are hearing today and one of
the things that I think came across both among the members of our
task force but also from the many people who came to the regional
meetings we held and spoke before us is that there is a real con-
sensus in American fisheries today that most fisheries are over-
capitalized and that there is a desire to make them smaller rather
than larger with a very few exceptions.

So I would agree that the provision that you mentioned probably
is not especially relevant in most fisheries today. It probably is not
consistent with the desires of either the conservation community or
the fishing community and, as a number of witnesses have said, a
real emphasis in the next reauthorization ought to be on dealing
with the need to downsize fleets in a lot of cases.

Mr. SAXTON. May I ask the rest of you to briefly comment? Mr.
Blue?

Mr. BLUE. With respect to buyback programs in the past, we
have seen that they mostly provide an incentive to get out and I
would like to say that in building programs for the future we would
do well to consider the impact on the people remaining. So we need
to make sure that the conservation basis is well established going
forward and I think that will provide the primary incentive for
these things to work, both now and in the future.

Mr. SAXTON. Thank you very much, Mr. Blue.
Mr. GRADER. Congressman Saxton, I think you have pointed out

a very big problem that we have had in the law. Having been
around when we were pushing to get extended jurisdiction, I can
remember full well that the intent of many of our members on the
West Coast—in fact, it was one of our West Coast congressmen,
Don Clausen, in fact, who introduced the first extended jurisdiction
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bill back in 1969 at our urging—the intent was to get rid of the
foreign boats.

Unfortunately, I think because of the times, people felt the only
way we could get rid of the foreigners was showing that we could
utilize those resources, so what we did, we got into this Americani-
zation frenzy when we probably should have just said stop, get rid
of the foreign boats, let us go out and find out, do independent sur-
veys and find out how much fish we have there and then design
how we then want to build up a fleet that can take advantage of
those resources.

We did not do that and that has been one of my arguments here,
that I think specifically on Pacific Coast groundfish and some of
these other fisheries that were under FMPs, that is, the Federal
plans, where we did see a build-up—people were encouraged to
build up—those fleets, I think there is a clear Federal obligation
that at least the Federal Government should be assisting in help-
ing with those buyback programs whether that assistance is 100
percent or 50 percent, as has been suggested by someone in the
Pacific ground fishery. I think there is a clear Federal obligation
there.

That Federal obligation is to be distinguished, say, from some of
the state managed fisheries, for example, squid on the West Coast.
If, in fact, it was found that a state managed fishery was overcapi-
talized, it would be the state’s responsibility or perhaps industry’s
for addressing a buyback.

I should add one other thing in passing, that in the case of ur-
chins on the West Coast, keep in mind that urchins for many years
were considered a pest. California at one time was actively involved
in destroying urchins. In fact, it was the urchin industry that
sought the legislation to establish management over the fishery,
and there really was no deliberate overfishing. The state and the
industry are trying to find out what the proper level of fishing is.
So I would hope that urchin not be categorized with some of the
other disasters we have had because it is certainly a separate case.
Thank you.

Mr. SAXTON. Thank you for pointing that out.
Mr. Kirkley?
Mr. KIRKLEY. I am probably going to be the odd person out but

I do not see this as that serious a conflict. What I see in terms of
encouraging the development is a need for tweaking of the lan-
guage.

Currently Sea Grant, through its various marine advisory pro-
grams around the United States, has a tremendous commitment
and has done a phenomenal job of assisting industry to develop
fisheries, to develop new products. So I would like to see that be
maintained in the language where just the tweaking of the lan-
guage and the emphasis would be altered. You might, for example,
encourage market value-added-type products.

In cases of underutilized fisheries, we are doing a lot of work
right now. In New Jersey and Maryland, North Carolina we have
a critter called the cow-nosed ray. You have probably never eaten
it but if you have been out recreationally fishing you have seen it.
It is a monster of a critter and it does a lot of damage. It wipes
out oyster beds and clam beds. We are doing tremendous work
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right now to try to get processors to work with us to develop por-
tions that you could sell at the restaurants and at grocery stores.

So I really would not want to see the language on encouraging
development removed. I would like to see some continuation but
make it more specific to aiding industry and enhancing efficiency
of America’s fishing industry. Thank you.

Mr. SAXTON. Mr. Nussman?
Mr. NUSSMAN. All I would add would be that to agree with my

colleague here, I think we have moved from a point of Americani-
zation of the fleet to now where we have unfortunately much more
difficult needs. We need to get it right sized. We made it all Amer-
ican and now we need to make sure it is right-sized, that it is prof-
itable and that it, in fact, fishes in a way that is sustainable.

So I do not know that the idea of promoting is a bad one. Maybe
we have just gone too far down one of the paths. Thank you.

Mr. SAXTON. Thank you, Mr. Chairman.
Mr. GILCHREST. Thank you, Mr. Saxton.
I had some other questions and Mr. Kirkley, you teased my

imagination. What was the name of that fish that in an underuti-
lized fishery that might be used for restaurants and dinner tables
that is quite a beast?

Mr. KIRKLEY. Cow-nosed ray.
Mr. GILCHREST. Cow-nosed ray?
Mr. KIRKLEY. Yes, sir.
Mr. GILCHREST. Now you say it does a lot of damage because it

eats oysters, clams?
Mr. KIRKLEY. They tend to herd together in large schools and

like you have seen bluefish, they go into a feeding frenzy and they
will come into a shallow area that has a clam bed in there and in
20 to 30 minutes time they can devastate a clam bed or an area
of high concentration of oysters.

Mr. GILCHREST. So you are saying we have to get rid of this for
doing that?

Mr. KIRKLEY. No, I am not saying we have to get rid of the cow-
nosed ray. We would be out of whack with the ecosystem if we
eliminated the cow-nosed ray but at the same time, it offers an op-
tion particularly for fishermen, in-shore fishermen from New Jer-
sey to North Carolina to redirect their effort off of other species
that are overfished—for example, blue crab, which has serious
problems in Maryland and Virginia—and to start still collecting an
income and making a decent living at what they are doing.

Mr. GILCHREST. This is a fish that has not been commercially
caught before or eaten?

Mr. KIRKLEY. On a regular basis it has not been commercially
harvested nor has it been regularly consumed by humans.

We have lots of interesting cases in our waters like that.
Mr. GILCHREST. What does it taste like? It does not taste like

chicken, does it?
Mr. KIRKLEY. No, and it does not taste like lobster, either. But

a good idea with it that we have been experimenting with is Tex-
Mex. You can do an awful lot with Tex-Mex.

Mr. GILCHREST. Tex-Mex? A lot of seasoning?
Mr. KIRKLEY. Yes, sir. It is a food style, Tex-Mex.
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Mr. GILCHREST. There is a weatherman on the lower Eastern
Shore that can make catfish taste like crab meat and you could not
tell the difference.

Mr. KIRKLEY. We need more of that.
Mr. GILCHREST. What is the natural predator of the cow-nosed

ray?
Mr. KIRKLEY. I guess the only natural predator we are going to

have that we can readily identify probably would be coastal pollu-
tion and humans more than anything else.

Mr. GILCHREST. Are you familiar with some of Farley Mowat’s
books?

Mr. KIRKLEY. With whose?
Mr. GILCHREST. Farley Mowat.
Mr. KIRKLEY. No, sir, I am not. I have four kids; I do not read

anymore.
Mr. GILCHREST. Oh, I see. That will happen, or if you are a Mem-

ber of Congress you find it difficult, too. Thank you, Dr. Kirkley.
Mr. Blue, you said that there is two-thirds of the fishermen that

were in the crab fishery in the Bering Sea that favor some type of
industry buyback for overcapacity. The crab fishery in the Bering
Sea you said was in trouble, there needs to be or one of the solu-
tions would be a buyback program in the crab fishing in the Bering
Sea.

Could you tell us what is the status of that buyback program
right now and the reason for crab fishing in the Bering Sea, what
caused the problems with that crab fishery?

I just wondered also, you said that the king crab had a problem
before and there was a buyback program in that fishery or there
was some effort to bring the king crab back and is the king crab
coming back?

Do you want me to start over again? I asked you about six ques-
tions.

Mr. BLUE. Thank you, Mr. Chairman. I will try to answer your
questions in inverse order and then you can remind me if I forget
any one of them.

With respect to king crab, there was no buyback. In fact, when
the king crab fishery collapsed in 1982 there was widespread and
large scale bankruptcy of harvesters and processors and some of
the Western Alaska communities were very profoundly impacted.

Mr. GILCHREST. How fast did it collapse? How much warning was
there before the collapse?

Mr. BLUE. I have included for the record some extensive data ta-
bles and in the case of the Bristol Bay red king crab fishery we
went from 128 million pound harvest in 1980 to 32 million in ’81
and 3 million in ’82 and zero in 1983. It was quite a bad collapse
and in terms of revenue it was very dramatic.

Mr. GILCHREST. In 1980 no one was able to predict that was
going to happen?

Mr. BLUE. No one was—
Mr. GILCHREST. No one was able to predict that that was going

to happen?
Mr. BLUE. Well, the fishery managers at the time certainly were

not predicting it. The cause of the collapse is still, if you review the
old papers, indeterminate. So what I am telling you today is that
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the excess of fishing capacity in the fishery was certainly a factor
and certainly, in my opinion, a large one.

Mr. GILCHREST. Did many of the king crab fishermen then go to
other fisheries?

Mr. BLUE. Yes. That actually contributed to the rapid buildup of
effort in the groundfish fisheries. Many king crab vessels, the larg-
est vessels, were reconfigured and re-equipped to fish pollock.
Many of the pollock fishermen that went through the American
Fisheries Act, started from king crab and then were impelled into
that fishery by the king crab collapse.

There is no ready area of refuge available these days, anywhere
in the nation, certainly not in our fisheries in Alaska.

We harvested 243 million pounds of opilio crab, in 1998. We had
a 185 million pound harvest in 1999. We had a 33.5 million pound
harvest in 2000 and a 25 million pound harvest in 2001. So we are
looking at the same sort of disastrous decline in that stock, as well.

We have a very serious problem. We have several other fisheries
in the area which have been closed in an effort to rebuild them so
the total combined income has diminished drastically.

Mr. GILCHREST. Is the red king crab coming back at all?
Mr. BLUE. Not very successfully but it has somewhat and we

have had lots of years of working on this. The red king crab fishery
produced 8 million pounds in 2000. We have tried effort limitation
to try to reduce the sheer number of pots. The red king crab fishery
only lasts for four or five days and we have pot limits in effect. We
have all kinds of regulations that are especially designed for this
fishery and I went into these in great detail in the written testi-
mony. It is something we just try our best to control by reducing
the number of vessels.

Mr. GILCHREST. And you are a crab fisherman in the Bering Sea?
Mr. BLUE. That is right.
Mr. GILCHREST. And you mentioned that there is overcapacity in

that fishery?
Mr. BLUE. That is right.
Mr. GILCHREST. Has there been or is there a buyout program in

that fishery now?
Mr. BLUE. There was provision for one that was passed last year

as part of that appropriation 4577, the Capacity Reduction Act for
crab in the Bering Sea. It is scheduled to occur by the end of this
year but is lacking funding at this point. We need an appropriation
to help it go forward.

Mr. GILCHREST. Will that buyout then be done completely with
an appropriation from the Congress or is there some industry
money involved in that, as well?

Mr. BLUE. Yes, the industry money is in the form of a loan from
the Fishery Obligation Guarantee program, Title 11 funding, and
it will be paid back over 30 years by assessment of the fleet.

Mr. GILCHREST. In that crab fishery buyout program in the Ber-
ing sea, the one you just mentioned, will that be a comprehensive
buyout program where the permits are bought up or eliminated,
the vessel cannot go into another fishery? What then happens to
the vessel?

Mr. BLUE. That is something that we have not tried to define.
That has been intentional because we have several hundred small
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businessmen who are used to finding opportunities for themselves.
A number of these vessels came into our fleet from oilfield supply
and service work and so we think that those boats can reconvert
and go back to that kind of work. I have heard there is some de-
mand for it.

I talked to a lot of guys this winter when I was out on the
grounds and a few told me they enjoy their boats so much that they
were going to just turn them into yachts, keep them parked at the
dock, and putt around once in a while. Others—

Mr. GILCHREST. Take it down to Miami.
Mr. BLUE. —are going into research activities, and so forth. Ev-

erybody is thinking of other things to do but fishing is not a part
of it.

Mr. GILCHREST. Mr. Saxton?
Mr. SAXTON. Thank you very much.
I listened very carefully to each of your responses to my question

in the last round and first of all, let me take sea urchins off the
table. I do not know about the sea urchin problem or even if it is
a problem but I have heard and that is why I included it and I
apologize if I am wrong on that.

Mr. Kirkley, I listened to your response, as well, and as I sat
here while the Chairman was asking his questions I was trying to
think how we might tweak this, as you put it, I think, to kind of
redirect effort. I cannot, at least so far, come to the conclusion that
I agree with you.

Our history since we kicked the foreigners out of the 200-mile
limit with this law written the way it is and the emphasis placed
on development of various fisheries and conservation of various
fisheries, leads me to continue to believe that when we directly or
indirectly create a market for seafood of some kind we exploit that
market and then it becomes profitable to exploit that market, then
we overexploit that market and it happens over and over and over
again. It happened with all of the examples that I gave earlier,
with the exception of—you have to teach me about sea urchins; I
do not know about them. But it happens over and over again.

For the last two years I have looked at numbers on highly migra-
tory species and it is happening with targeted highly migratory
species and it is happening with untargeted highly migratory spe-
cies. And this is the law that we passed that creates the situation
that has historically proven to make that happen and I do not
know how you tweak that. I would love to accommodate everybody
and do a little tweak that solves the problem but we have a huge
problem and it has its basis, I believe, in this conflict.

So I am not quite sure how we could accomplish the tweaking
without doing major surgery on this thing and maybe I am in the
minority; maybe the folks who agree with you will win out on this
but I am certainly going to make an effort to try to do something
that is more productive.

Here we are talking about spending Federal money to reduce ca-
pacity and we are talking about spending Federal money to reduce
capacity because we want to find conservation measures to help us
figure out how to stop ripping marine life out of the ocean, and yet
we have a provision in this law that says we need to develop fish-
eries.
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I do not know if anybody wants to comment. I just wanted to say
that.

Mr. GRADER. If I can, Mr. Saxton, I think that you have brought
up an interesting issue. What we are looking at in some of our fish-
eries is where we have now determined what the limits are and
that we can harvest at a safe limit and have established those lim-
its, the question then becomes how can we get the maximum eco-
nomic value for what is being harvested?

So you are absolutely right. The example of the red drum, for ex-
ample, in the Gulf of Mexico where all of a sudden we have built
up the market and the next thing we knew it was overfished. I
think what happened there is we put things in the wrong order.

If we can first establish what level of harvesting capacity or what
level of harvesting any individual species or species complex will
take, and then begin looking at marketing. It is probably going to
be a lower harvest rate for many of these fisheries than we are cur-
rently at. The question then is, how can we still maintain the eco-
nomic value of that fishery? That, I think, as Dr. Kirkley has said,
is to begin looking at better product forms.

On the West Coast, for example, we now have rebuilt our sardine
fishery, which is the first big fishery to collapse in the U.S. It took
50 years to rebuild it. We are now at a stage where we are really
at a decision point. We know what level of harvesting capacity we
ought to have but the question becomes do we want to have that
resource harvested by 80 boats taking, say, 50 or 70 tons a night
and all going to be ground up or going for cheap canned product
or do we perhaps want to expand it, having more vessels but har-
vesting at a much less capacity, say at 2 tons per vessel per night,
directing that fish into a fresh market where the fish could go into
white tablecloth restaurants where we could get far more value for
it?

So that is the real issue. It is first coming up with a limit on
what we think is reasonable to harvest and then, secondly, getting
at the most economic value. That is important for the fisherman
but that is also important for our communities.

And it is not unique, I do not think, to fisheries. We are looking
at the same thing in timber, for example. Do you want to export
raw logs or do you want to keep those logs in the community, per-
haps harvesting less from our national forests but getting more
value from them by doing the milling and everything else locally?

Mr. SAXTON. Thank you.
Mr. BLUE. May I respond, also? Thank you.
I would just like to add that I guess the way we do things in this

process is we define a problem and then we build a machine, a reg-
ulatory sort of machine, to solve the problem. Then we wire the
governor to maximum speed and we turn it loose. That goes on in
Capital Construction Funds, as an instance; it goes on and does
what it does until somebody says hold it, we have to turn this off
or slow it down. We do not have any mechanisms built in in ad-
vance to govern these programs.

We did not appreciate at the time that these programs were de-
signed that we would run into these problems. But having run
there, I am not sure that the right action is to dismantle them and
rebuild a new program to, for instance, decapitalize the fisheries.
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We certainly do not want to design a program in that same way
because we will turn the engine on, get it going, and pretty soon
there will not be any boats. We will be hearing from everyone that
we have to rebuild our fleets, we have to do this and that.

So I think that maybe a key is, in this policy that is being de-
signed right now, for the capacity of the fisheries. We have to de-
vise a method for determining what the carrying capacity of these
fisheries really is and then we need to tinker with our program so
we have a throttle and we can turn capacity down and turn it back
up, as necessary, specifically on a fishery by fishery basis.

Mr. SAXTON. If I may, I like your analogy with the throttle. The
problem is we get about 16 hands on the throttle pulling in dif-
ferent directions.

Mr. Burns, would you like to comment?
Mr. BURNS. I guess I would just say that it does not seem to me

that the idea of changing the overarching message that is sent by
the provision that you mentioned is necessarily inconsistent with
the need to also look at fisheries on a case by case basis. I mean
I think our message ought to be now that promoting the develop-
ment of fisheries is generally speaking not the direction that we
want to go in and I think fishermen agree with that.

At the same time, I think from the fisheries that you have heard
about today it is apparent that every one is complicated and dif-
ferent. They are politically complicated, they are economically com-
plicated and we really do need to look at them one at a time. But
I think what the Congress can do is provide an impetus to make
that happen by creating some sort of a framework within the act
that forces the councils to really examine the state of capacity in
the fisheries that they manage and in cases where there is an over-
capacity problem to take timely measures, whatever they happen
to be, to address the problems.

Mr. SAXTON. Thank you, Mr. Chairman.
Mr. GILCHREST. Thank you, Mr. Saxton.
One last question, I guess in that line of thinking where you wire

the throttle so you cannot pull it back and when you can pull it
back there are 16 different people pulling on the throttle.

The Capital Construction Fund. The direction I guess we want
to go here is to reduce capacity and to some extent the Capital
Construction Fund has helped maintain capacity across the fish-
eries. So I do not think I heard anybody here mention today that
we want to do away with the Capital Construction Fund and we
do not want to take that message and incorporate that into any re-
authorization. But I guess as we look at the Capital Construction
Fund and its mechanism, we have to look at all the fisheries, I
would guess, to see the North Pacific fishery compared to the New
England fishery and one will be older soon, if not already, and need
some construction. So that program will need to to some extent re-
main viable for those who need it, especially for safety concerns. So
it is an extraordinary system.

I do not know if anybody wants to respond to that aspect of it.
Mr. Grader?

Mr. GRADER. I was just going to say perhaps what we need to
do is rename the Capital Construction Fund to the Capital Correc-
tion Fund and be able to use it in a way to both help us take ves-
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sels out if we need to or direct the money where it is needed in the
fleet, which is very definitely, as Mr. Blue can attest to, the prob-
lem they have with vessel safety, the recent tragedy in Alaska, the
problem with getting better product quality, the problem of having
our vessels be more fuel efficient.

Mr. GILCHREST. Mr. Blue?
Mr. BLUE. I will certainly second that notion. One way, for in-

stance, that we can use Capital Construction Funds to help reduce
capacity and reduce the threat of additional capacity is to allow
people to take those funds into retirement accounts. We heard
about that earlier on. What that would do is it would put the funds
in a place where they are supervised and will not be used for rein-
vestment in the fisheries.

And because the Capital Construction Fund program has been
defined in terms of capital investment imperatives up to now, peo-
ple have been pressured to either take an unqualified withdrawal
at very great cost or to reinvest in fisheries. We want to at least
change the regulations to the extent that that no longer occurs. We
do not want to see people forced to either invest their CCFs or lose
them. That is not a real big regulatory fix, I think.

Another thing that could be done with funds that are now on de-
posit in Capital Construction Funds is they could be defined such
that those funds would be allowed to become a source of capital for
buyback programs so that they serve to underwrite a bonding au-
thority, for instance, and we could then exercise those funds as a
capital instrument involved in underwriting buyback programs.

Now that would get pretty complicated but it is an idea that I
think could have some merit as a decelerator on investment in the
fisheries. There are a number of proposals we have heard to this
effect that could help to not only mitigate but turn the impacts into
something useful.

Mr. GILCHREST. Those are certainly interesting proposals. I am
just wondering if we would have to go to the Ways and Means
Committee for the retirement provisions for any changes in the
CFF.

How about if we just change—would we have to go to Ways and
Means if we changed it from Capital Construction Fund to Capital
Correction Fund? Maybe.

Are there any other comments from the witnesses?
Gentlemen, thank you very much. You have been an extraor-

dinary help this morning and this afternoon.
Just one last comment I want to make before we all leave here.

Macy Bell, we all owe her a debt of gratitude for her fine work here
on the Committee as the staff person. Macy is retiring to Utah. I
think she will probably still be pretty active out there. Macy, we
appreciate all your work and effort on the Committee. You have
been a fine staff person and we wish you nothing but the best in
the State of Utah. Thank you very much.

Mr. GILCHREST. The hearing is now adjourned.
[Whereupon, at 12:30 p.m., the Subcommittee was adjourned.]
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